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A IRON MOUNTAIN: 


The Leader in Records & Information Management 


ABOUT OUR COMPANY 


EXPANDING GLOBAL PRESENCE® | tron Mountain is the global leader and trusted name in 


lron Mountain has delivered on its stated acquisition | the records and information management business. We 
objective of expanding its geographic reach. Since 1995, | were founded 50 years ago to store vital public records 
the Company has completed 84 acquisitions, estab- 

lished its presence in 90 new markets and launched its in a secure underground location; hence our name, lron 
internatione| expansion: Mountain. Today we are a complete records storage and 
information management solutions provider with unpar- 
alleled worldwide capacity to receive, store, and effi- 
ciently retrieve information in paper, computer tapes, 
and other electronic formats. We do this while maxi- 
mizing long-term business value by employing capital at 
very attractive rates of return. 

In 2000, Iron Mountain stored over 150 million 
cartons of paper, more than 100 million pieces of 
computer media, and performed over one million 
service transactions each business day. We provide 
service to over 125,000 customer accounts in 77 
markets in the United States and 40 markets outside 
the United States. The Company employs over 10,000 
people and operates more than 625 records manage- 
ment facilities in the United States, Canada, Europe, 
and Latin America. 

Each year businesses and institutions create and 
retain more information. We estimate the total market 
for our services to be in excess of $10 billion and 
growing in the Americas and Europe. Businesses 
choose to outsource their records management needs 
to us because we provide better and more cost-effec- 
tive solutions. 

We believe records management is an excellent 
business, one that is not cyclical and is characterized 
by highly recurring revenues and solid internal growth. 
Customers are typically charged monthly fees based 
on the volume of records stored. Each year, customers 
add more records than they destroy. Once we take over 
a company’s records management needs, we enjoy 
high levels of customer retention. The business 
derived from our existing customers has grown at an 
average rate of six percent each year and the addition 
of new clients has led to total internal growth averaging 
more than 11% over the past five years. 

With our trusted name, global leadership, growing 
markets with new opportunities, highly recurring 
revenues, and outstanding returns on capital, our future 
is bright! 
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FINANCIAL HIGHLIGHTS 


(dollars in thousands) 96 97 98 99 00 

Total Revenues $138,718 $208,765 $383,961 $519,549 $986,371 
Storage Revenues 85,826 125,968 230,702 317,387 585,664 
Storage Revenues as a Percentage of Total Revenues 61.9% 60.3% 60.1% 61.1% 59.4% 
EBITDA* 33,629 50,218 95,981 129,671 257,041 
EBITDA as a Percentage of Total Revenues 24.2% 24.1% 25.0% 25.0% 26.1% 


* Earnings Before Interest, Taxes, Depreciation, Amortization, Extraordinary Items, Other Income, Merger-Related Expenses, and Stock Option Compensation Expense 


EBITDA 

The Company believes that EBITDA is the standard financial measure of performance used for valuing companies in the records and 
information management industry. EBITDA is a useful common yardstick as it measures the capacity of companies to generate cash 
without reference to how they are capitalized, how they account for significant non-cash charges for depreciation and amortization asso- 
ciated with assets used in the business (the bulk of which are long-lived assets in the records and information management business), or 
what their tax attributes may be. Additionally, since EBITDA is a basic source of funds not only for growth but to service indebtedness, 
lenders in both the private and public debt markets use EBITDA-based calculations as a primary determinant of borrowing capacity. 

The total or enterprise value of a records and information management business is often expressed as a multiple of EBITDA, with 
the multiple varying in relation to such factors as size, efficiency, growth rate and perceived quality and predictability of EBITDA. 
Accordingly, Iron Mountain’s primary financial objective is to build shareholder value by growing EBITDA in relationship to capital 


employed on a per share basis. 
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CHAIRMAN’S MESSAGE 


‘To Our Shareholders, 


Our objective in this year’s annual report is to give you 
a better understanding of our markets, our opportuni- 
ties, and our business plan. We are proud of our accom- 
plishments over the past five years. Through acquisi- 
tions and strong internal growth, our revenues have 
increased tenfold. In the process we have become the 
global leader and most trusted provider of our services. 
2000 was a challenging year, with outstanding results. 
We successfully completed our merger and began the 
integration of Pierce Leahy, our largest acquisition by far. 
Our revenues nearly doubled to $986 million, our internal 
revenue growth was 12%, and even with the enormous 
integration task our EBITDA margins expanded by 110 
basis points. Most importantly, the fundamental driver of 
our business, storage revenues, continued to grow in each 
quarter as it has for the past 48 consecutive quarters. 
The acquisition of Pierce Leahy closed on February 1, 
2000, and was a major step forward for our organization. 
Today, we are the leading national player and are 


building an increasingly important international pres- 
ence. We worked unusually hard before the Pierce Leahy 
merger to ensure the integration process would be as 
efficient as possible. Even so, it was more difficult than 
we thought. Today, | am pleased to report to you that we 
are comfortable with the progress we have made and the 
potential rewards are every bit as exciting as we origi- 
nally thought. 

Integrating our sales force was particularly chal- 
lenging. That is behind us. We have combined and 
relocated the accounting group of our largest business 
unit, the records management division, from Boston, 
Massachusetts to Collegeville, Pennsylvania. In addi- 
tion, our systems group analyzed the technology used 
by both companies to service customers and created a 
“best of both” solution. Our systems conversion is 
proceeding at an aggressive but prudent pace. We 
expect our entire organization to be fully converted by 
the end of 2002. 


QUARTERLY STORAGE REVENUES (IN MILLIONS) 
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THE STABILITY IMPARTED BY IRON MOUNTAIN’S GROWING AND RECURRING STORAGE REVENUES IS CLEARLY REFLECTED 
IN ITS HISTORY OF 48 CONSECUTIVE QUARTERS OF STORAGE REVENUE GROWTH. 


We have developed a valuable and unparalleled 
global franchise with the infrastructure, products, 
and services to serve virtually every customer need for 
records and information management services. 


Five-Year Reflection 

Tron Mountain became a public company in February 
1996 and raised $33 million of new equity capital to 
consolidate a highly fragmented, little known industry. 
We developed, and I'm proud to say, have been 
successfully executing, a three phase strategic plan 
which is still in place today. 

The first phase of our plan was an aggressive acqui- 
sition program to establish a national footprint and a 
global leadership position in each of our core business 
lines. Our phase two objective is market penetration 
through aggressive direct selling to acquire new 
customers and market share. In phase three, we seek to 
expand our customer relationships by offering a wide 
range of complementary services and to increase 
margins by rationalizing our operations. 

From 1996 through 2000, we invested approximately 
$2 billion to acquire 78 companies and achieved our 
first phase objective of establishing clear global leader- 
ship. We now have operations throughout the United 
States and Canada and are expanding our operations in 
Europe and Latin America. We have developed a valu- 
able and unparalleled global franchise with the infra- 
structure, products, and services to serve virtually every 
customer need for records and information manage- 
ment services. 


120 
100 
. 
77 
60 70 


40 
20 i 
0 
96 97 98 


TOTAL MARKETS SERVED 
HB pomestic fj INTERNATIONAL 


99 00* 
*As of 3/31/01 


As a result of our global franchise, all our constituen- 
cies benefit. For our shareholders, we have created 
significant equity value and a market leader committed 
to continuing to enhance long-term shareholder value. 
Our customers now have a global partner who provides 
solutions for their entire organization. And, for our 
employees, greater opportunities and an exciting place 
to work have been created. 

Now that we have reached our primary strategic 
objective, we are often asked if we can make the transi- 


tion from being an acquisition-driven company to a 
company focused on optimizing internal growth and 
operating efficiencies, or more simply put, “Are we 
ee to the deal?” The simple answers are “yes” 
and “no.” We are bringing the same focus and enthu- 
siasm a drove our past success to executing the next 
phase of our growth strategy. That being said, we will 
continue to make acquisitions that accrete value per 
share and fit within our strategic framework, although 
at a much slower pace. 


OUR STRATEGIC POSITION IS STRONGER 
THAN IT HAS EVER BEEN 


1996 2001 
Global Leader 
Leading Market Position 


Regional Company 
Many Competitors 
No Clear Cost Advantage Low Cost Service Provider 
Return-driven Environment 


Most Trusted Brand 


Irrational Pricing Environment 


Limited Brand Recognition 


The second phase of our plan, acquiring new 
customers and market share, requires changing how 
and where we invest our time and our capital. We began 
this process three years ago by investing in our sales 
effort to increase our customer base. In addition, fifteen 
months ago we increased our expenditures for informa- 
tion systems to prepare ourselves to become a much 
larger company. In 1999, we also increased our 
spending rates in human resources, training and devel- 
opment. We have significantly strengthened our talent 
pools in these areas. 

The next phase of investment has and will cause us to 
increase our spending in marketing and product 
management. In 1999, we began to increase spending 
for account management to deepen our client relation- 
ships and increase revenues. We also began investigating 
new digital service offerings. Our success in penetrating 
our existing customers with new services will rest in part 
on our ability to coordinate sales approaches, train sales- 
people and develop new service strategies that effectively 
solve customer problems. The difference between a 
bright future and a stellar future will rest upon our 
success in these areas. 


Value Creation 

The goal of all of our activities, directly or indirectly, is 
to increase shareholder value on a per share basis. We 
believe that this is accomplished by investing capital at 
good cash returns and financing those investments in a 
prudent manner to maximize returns on shareholder 
equity. In our past phase, over 80% of the capital 


CHAIRMAN’S MESSAGE 


invested funded the acquisitions of records management 
businesses. Looking forward, our investment activities 
will shift toward funding internal growth, which offers 
inherently higher returns on invested capital. 

We under sand the relationship between equity dilu- 
tion and shareholder value. Over 25% of the shares of 
our Company are owned by directors and executive offi- 
cers of the Company. We also understand that prudent 
levels of financial leverage can significantly enhance 
shareholder value. For these reasons, we follow a 
strategy that uses cash as the preferred currency for 
acquisitions. We also maintain a close watch on our 
leverage ratio (total debt to cash flow) and generally 
operate in a range of 4.5 to 5.5. Our business can safely 
operate at these debt levels because of the inherent 
stability and predictability of its cash flow. We do not 
plan to change our financial strategy. 

Our financing strategy and growth through acquisi- 
tions have resulted in high interest charges and goodwill 
amortization (we have never done a pooling of interest 
transaction). Further, reported depreciation overstates 
functional depreciation for the majority of our assets. 
For these reasons, we use EBITDA as one metric to set 
targets and measure progress. We understand that 
EBITDA alone is not a suitable measure for determining 
the value of the equity of the company as it ignores ihe 
invested capital, specifically the cost of debt Gapital 

As we shift our investment strategy we will rely on 
additional metrics to understand cat measure progress 
toward increasing value per share. One such metric is 
discretionary cash flow per share. This represents the 
cash flow on a per share basis that belongs to our share- 
holders after paying our interest and can be used to 
reinvest in the growth of the business, pay down debt, 
repurchase shares, or pay a dividend (not likely). In 
2000, discretionary cash flow per share grew 16%. 


Significant Achievements in 2000 

Entry into South America 

During the year, we moved to establish our market foot- 
g year, 

print in South America to enhance our relationships 

with many of our large US-based customers with 

records management needs in the area. We believe that 

we can earn high returns on capital in this market. 

Through a partnership with Compass Capital Fund. 
g I I I I : 

L.P., a South American private equity fund, we now 

, I [UIty , 

have operations in Argentina, Brazil, Chile and Peru. In 

a very short time we have successfully created a market 

presence in our primary target cities. Going forward we 


will enhance our management resources and focus on 
internal growth, fold-in acquisitions, and establishing 
efficient service operations. 


Confidential Destruction Services 
Early last year, we decided to expand our confidential 
destruction business. This service provides physical 
information security by routinely picking up sensitive 
documents from secure bins in our customers’ offices 
and transporting them to our plants where they are 
sorted, shredded, and baled for final disposition. 
Confidential destruction complements our paper records 
management services and provides an additional highly 
recurring and growing revenue stream that generates 
good returns on invested capital. Growth is a result of the 
increased volumes of paper created each year, the 
growing concern over information security, and 
increased risks associated with new privacy regulations. 
We now provide this service in 17 cities under the 
Tron Mountain Confidential Destruction brand. We are 
in the process of building our management and sales 
infrastructure to continue our expansion. Our goal is to 
build a global capability to provide these services to our 
entire customer base and believe this is a market 
opportunity in excess of $300 million with attractive 
growth prospects. 


Digital Iron Mountain 

Last year, we designed a strategy called “Digital [ron 
Mountain” to develop and offer new digital services. 
Our strategy is to combine our knowledge of our 
customers’ records and information management needs 
with enabling technology from select partners. Initially, 
we are developing two distinct service offerings that are 
analogs in the digital arena for our core physical records 
management and data protection business lines. 

The first service is in our core Off Site Data Protection 
Division. We offer our customers the ability to 
write their back-up data directly to our secure storage 
facilities using public network broadband communica- 
tions. This will enhance their disaster recovery 
preparedness in many ways and represents a higher 
level of information security at a premium price. We 
view these new services as a natural extension of our 
other data protection product and service offerings. 

We have partnered with Computer Network 
Technology Corporation (Nasdaq:CMNT) to provide 
the technology to service customers with large main- 
frame and clustered server environments. In partner- 


We are bringing the same focus and enthusiasm that 
drove our past success to executing the next phase of 
our growth strategy. 


san 
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ship with LiveVault Corporation, the developer of 
patented technology to back up incremental change 
data on Windows NT servers, we will address the broad 
server markets. These technology relationships allow us 
to offer services to cover a broad spectrum of the data 
back-up and restore markets. 

The second service is in a newly developing market 
area known as digital archiving. This service will allow 
customers to economically outsource the long-term 
storage of digital assets to us while managing the infor- 
mation in ways that allow them to meet evolving legal 
requirements. We believe we have a competitive edge in 
what we expect will eventually be a very large market. 

We have created a unique strategic relationship with 
Tumbleweed Communications Corp. (Nasdaq: TMWD) 
to jointly fund the future development of archiving 
technology for the capture and storage of electronic 


documents (such as e-mail and e-statements). Both 
organizations have the right to market the products 
created from the joint development: Tumbleweed as an 
insourced software product and Iron Mountain as an 
outsourced service. 

These are exciting new and developing markets and 
we expect to invest approximately $20 million during 
the beta market test phase. We are confident of the 
demand for these services but, frankly, are not certain 
at what pace the market will adopt these new solutions. 

We have been asked why Iron Mountain decided to 
explore digital initiatives given our strong core business. 
“Are we worried that new technologies will destroy the 
core physical storage businesses?” On the contrary, we 
believe these services represent major new opportunities 
and that we have the knowledge, skill and market posi- 
tion to be successful. They are natural extensions of our 


Looking forward, our investment activities will shift 
toward funding internal growth, which offers 
inherently higher returns on invested capital. 


product and service offerings, period. Under no circum- 
stances do we feel that paper storage will go the way of 
the dinosaur in our lifetime! 


Iron Mountaineers 

Our rapid ten-fold growth over five years, including last 
year’s near doubling, has increased opportunities for 
employee growth and development. We've received 
positive feedback from our workforce at all levels, and 
we will continue to place emphasis on this area. 

Many Mountaineers deserve mention for their will- 
ingness to step up when called upon, however, there are 
far too many to mention here. I want to thank all of our 
employees dedicated to providing outstanding 
customer service and creating an organization that 
delivers exceptional value to its customers, its share- 
holders and its employees. 

On a personal note, I want to thank one Mountaineer 
who chose to leave us last year. David Wendell served 
Tron Mountain for more than 16 years, most recently as 
President, Chief Operating Officer and a Director. 
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David was a driving force in the business and significant 
contributor to our success. We miss David's leadership; 
he remains a good friend and on behalf of all who know 
him, I thank him for his contributions to our success. 

By every measure we are proud of our record of 
performance. Last year was particularly challenging 
given the merger integration with our largest 
competitor, but we are pleased with our progress and 
believe the future is bright for Iron Mountain. We will 
continue to work to create value through outstanding 
financial results and continued strategic advances. 

We thank our shareholders for their continued support, 
and, as always, welcome your thoughts and comments. 


With continued pride and enthusiasm, 


ota abe 


C. Richard Reese 
Chairman, Chief Executive Officer 


April 6, 2001 


CFO’S MESSAGE 


We are proud to say that the operating and financial 


predictability of our business has allowed us to 
expand our relationships with debt capital 
providers, even in the face of turbulent markets. 


2000 was another active year for the Corporate 
Finance and Accounting group due to our financing 
activities and the integration of acquisitions, most 
notably, Pierce Leahy. 

Over the last five quarters, we have participated in 
very volatile debt capital markets. Historically, our 
primary reason for raising capital was to fund cash 
acquisitions. Our more recent financing activities are 
targeted toward refinancing portions of our existing 
debt to maintain financial flexibility and lower our cost 
of debt capital. We are proud to say that the operating 
and financial predictability of our business has allowed 
us to expand our relationships with debt capital 
providers, even in the face of turbulent markets. 

We expect to continue to use financial leverage to 
enhance returns on equity and are comfortable oper- 
ating with a leverage ratio, of total debt to EBITDA, in 
the range of 4.5 to 5.5. We entered the year with a ratio 
of 4.3, merged with Pierce Leahy (which had a 
leverage ratio a5 7) and exited the year at 4.9 (before 
merger-related eepenses) without issuing any new, 
dilutive equity. 

During 2000, we raised senior debt in the form of a 
new reveling credit facility and senior term loans. These 
financings incilivated the Pierce Leahy merger, repaid 
other existing senior borrowings and funded the $143 
million of gach we spent on acquisitions during the year. 

In April 2001, we issued $225 million of 8 8.625% 
senior subordinated notes due 2013, and are currently in 
the process of retiring our existing 11.125% notes due 
2006 via a tender offer. We continue to seek opportuni- 
ties to create shareholder value by refinancing existing 
debt at lower total costs and with extended maturities. On 
March 31, 2001, we had total debt outstanding of 
approximately $1.4 billion of which over 80% was fixed 
with respect to interest rates. Assuming successful 
completion of our tender offer, $1.02 billion of our fixed 
rate obligations would be comprised of six issues of 
publicly traded bonds with a combined weighted average 


interest rate of 8.83% and no principal payments sched- 
uled before October 2006. 

On the operating front, the Corporate Finance and 
Accounting group was heavily involved in the Pierce 
Leahy integration. We decentralized certain accounting 
functions and began the financial systems conversion 
work. We enter 2001 with most of the accounting oper- 
ations for our North American businesses on a single 
system platform. Decentralized accounting provides 
enhanced resources to each of our divisions. More impor- 

tantly, placing primary responsibility for financial 
reporting within the divisions shortens the path from 
analysis to operational decision making. 

The current agenda for the Accounting and 
Corporate Finance group is to rationalize operations 
and optimize performance and returns. Our core busi- 
nesses in North America, which represent more than 
85% of total revenues, are at inflection points with 
respect to capital consumption and returns. The shift in 
emphasis from acquisitions to internal revenue growth 
and margin expansion requires changed focus, analysis, 
and behavior from all corporate support groups. 
Conversion to common operating and billing systems 
will increase the volume of quality information and 
make it available on a more timely basis. Assembling 
this data and analyzing it in ways that let operating 
management create more per share business value is our 
primary agenda. 

The most profound opportunities to apply analysis to 
create value lie in the areas of revenue yield management 
and capital spending. As we evolve into the third phase of 
our strategic agenda, we have the opportunity to provide 
expanded value for our customers by delivering a palette 
of information management solutions across their entire 
organizations. Linking data on the total relationship with 
our customers across continents and business lines is 
increasingly important. Our account management force, 
which is of roughly equal size to our sales force, will 
benefit greatly from customer relationship management 


Our core businesses in North America, which 
represent more than 85% of total revenues, are 
at inflection points with respect to capital 
consumption and returns. 


technology that will follow our systems conversion effort. 

We believe that we are at an apex with respect to 
levels of capital spending directed to internal growth 
and expect this to continue through 2002. Our capital 
spending for 2001 is forecasted to be in the range of 
$175 to $200 million. In 2001 and 2002 we are 
making long-term infrastructure investments to 
support a much larger enterprise and make the busi- 
ness more efficient. As we have always said, mainte- 
nance capital spending is modest. 

IT capital spending may reach nearly $40 million in 
2001, driven by systems conversion and infrastructure 
building initiatives. In addition, a considerable portion 
of our restructuring investments are going toward 
upgrading and consolidating field offices and, in some 
cases, storage sites. We expect very attractive returns on 
these investments from increased administrative and 
operating efficiencies. 

We have also chosen to make significant discretionary 
investments by financing more real estate directly on our 
balance sheet in the past two years ($23 million in 1999 
and $42 million in 2000) than we have done historically. 
These investments were unique. They primarily went 
towards expanding already owned storage complexes or 
acquiring custom facilities in certain foreign markets. 
However, the option of monetizing this investment 
through sale-leaseback or other financing is constantly 
under review. It remains our preference to finance most 
new real estate off balance sheet. 

We have been, and will remain, committed to more 
precisely understanding, measuring, and optimizing 
the returns on invested capital in our business. Over 
the last five years, the bulk of our capital and the 
related analytical effort were directed toward acquisi- 
tions. Going forward, our resources are being rede- 
ployed to focus on managing capital invested within 
existing business units, as these expenditures are likely 
to exceed acquisition spending for the first time since 
1994. Our focus is to maximize our returns on that 
spending. I believe we are well on our way to meeting 
that challenge. 

Iron Mountain generates substantial amounts of 
discretionary cash flow per share after satisfying its 
obligations to its debt holders. We do not need to issue 
new equity to maintain our current rates of growth and 
remain committed to taking advantage of attractive 
credit markets to fund additional opportunities to create 
shareholder value. 


As a proxy for tracking discretionary cash flow per 
share and the increase in shareholder value, we will be 
using EBITDA less interest per share. This is an easy 
metric to follow as all components are available in our 
financial statements. While a more rigorous definition 
of discretionary cash flow would also exclude cash 
taxes and maintenance capital expenditures, our net 
operating loss carryforwards will keep cash taxes very 
low for the near future and maintenance capital 
expenditures are small compared to EBITDA. 

EBITDA less interest per share grew at a compound 
annual rate of 16% since 1995, a period of high 
acquisition activity. As the mix of our investing 
activity shifts towards funding internal growth, our 
resulting returns on capital will increase. 
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EBITDA LESS INTEREST PER SHARE 


fe continue to strive to communicate clearly, consis- 
tently and broadly with all of our stakeholders. To this 
end, we are making more extensive use of our web site to 
enhance this dialogue, including the quarterly posting of 
our financial forecast. We welcome your input and 
comments and appreciate your continued support. 


Sincerely, 


sonia 


John F. Kenny, Jr. 
Executive Vice President, Chief Financial Officer 


April 6, 2001 
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EXPLANATORY NOTE 


On February 1, 2000, Iron Mountain Incorporated, a Delaware corporation, acquired 


Pierce Leahy 


Corp., a Pennsylvania corporation. The acquisition was structured as a reverse merger with Pierce 
Leahy surviving and immediately changing its name to Iron Mountain Incorporated. Immediately after 


the merger former stockholders of Iron Mountain owned approximately 65% of the Comp 


any’s 


Common Stock. Because of this share ownership, Iron Mountain is considered the acquiring entity for 
accounting purposes. We use the terms “Iron Mountain,” the “Company” or “we” herein to refer to 
both Iron Mountain Incorporated, prior to the merger, and the combined company after the merger. 


CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS 


We have made and incorporated by reference statements in this annual report on For 


m 10-K that 


constitute “forward-looking statements” as that term is defined in the federal securities laws. These 
forward-looking statements concern our operations, economic performance and financial condition. The 


forward-looking statements are subject to various known and unknown risks, uncertainties 
factors. When we use words such as “believes,” “expects,” “anticipates, 
expressions, we are making forward-looking statements. 


99 66 99 66 


and other 


estimates” or similar 


Although we believe that our forward-looking statements are based on reasonable assumptions, our 
expected results may not be achieved, and actual results may differ materially from our expectations. 
Important factors that could cause actual results to differ from expectations include, among others: 


difficulties related to the integration of acquisitions generally and, more specifically, the 
integration of our operations and those of Pierce Leahy; 


unanticipated costs as a result of our acquisition of Pierce Leahy; 
uncertainties related to international expansion; 


uncertainties related to expansion into digital businesses, including the timing of introduction 
and market acceptance of the Company’s products and services; 


rapid and significant changes in technology; 
the cost and availability of appropriate storage facilities; 
changes in customer preferences and demand for our services; 


our significant indebtedness and the cost and availability of financing for contemplated growth; 
and 


other general economic and business conditions. 


These cautionary statements should not be construed by you to be exhaustive, and they are made 
only as of the date of this Annual Report on Form 10-K. You should read these cautionary statements 
as being applicable to all forward-looking statements wherever they appear. We assume no obligation to 
update or revise the forward-looking statements or to update the reasons why actual results could differ 
from those projected in the forward-looking statements. 


il 


PART I 
Item 1. Business. 
A. Development of Business. 


Iron Mountain is the leader in records and information management services (“RIMS”). The 
Company is an international, full-service provider of records and information management and related 
services, enabling customers to outsource these functions. Iron Mountain has a diversified customer 
base that includes more than half of the Fortune 500 and numerous commercial, legal, banking, 
healthcare, accounting, insurance, entertainment and government organizations. The Company provides 
storage for all major media, including paper, which is the dominant form of records storage, magnetic 
media, including computer tapes, microfilm and microfiche, master audio and videotapes, film and 
optical disks, X-rays and blueprints. Iron Mountain’s principal services provided to its storage 
customers include courier pick-up and delivery, filing, retrieval and destruction of records, database 
management, customized reporting and disaster recovery support. The Company also sells storage 
materials, including cardboard boxes and magnetic media, and provides confidential destruction, 
consulting, facilities management, fulfillment and other outsourcing services. 


Iron Mountain was founded in 1951 in an underground facility near Hudson, New York. Now in its 
50" year, the Company has experienced tremendous growth and organizational change particularly 
since successfully completing the initial public offering of its common stock in February 1996. Over 
those five years, the Company has built itself from a regional business with limited product offerings 
and annual revenues of $104 million for 1995 into the global leader in records and information 
management services providing a full range of services to customers in 114 markets around the world. 
For the year ended December 31, 2000, Iron Mountain had total revenues of approximately $1 billion. 


This growth has been accomplished primarily through the acquisition of 68 domestic and 16 
international records management companies, including six acquisitions completed in the first quarter 
of 2001. The goal of the Company’s current acquisition program is to supplement internal growth by 
continuing to establish a footprint in targeted international markets and adding fold-in acquisitions both 
domestically and internationally. Having substantially completed its North American geographic 
expansion, the Company is shifting its focus from growth through acquisitions to internal revenue 
growth. As a result of this shift, the Company expects that internal revenue growth will comprise an 
increasing percentage of total revenue growth. The Company intends to achieve this internal growth 
through the use of aggressive selling efforts to acquire new customers and capture market share and by 
offering a wide range of complementary and ancillary services to expand its new and existing customer 
relationships. 


On February 1, 2000, Iron Mountain completed its most important acquisition to date by merging 
with Pierce Leahy in a stock-for-stock merger valued at $1.0 billion, including the assumption of debt 
and related transaction costs. Since the merger, the Company has been integrating the cultures, 
operating systems and procedures, and information technology systems of Iron Mountain and Pierce 
Leahy. The integration process is continuing and is expected to proceed for up to two more years. 


As of December 31, 2000, the Company provided services to over 125,000 customer accounts in 77 
markets in the United States and 37 markets outside of the United States. Iron Mountain employs over 
10,000 people and operates more than 625 records management facilities in the United States, Canada, 
Europe and Latin America. 


B. Description of Business. 
The Records and Information Management Services Industry 
Overview 


Companies in the RIMS industry store and manage information in a variety of media formats, 
which can broadly be divided into paper and electronic records, and provide a wide range of services 
related to the records stored. The Company refers to its general paper storage and management 
services as “business records management.” Paper records are defined to include paper documents, as 
well as all other non-electronic media such as microfilm and microfiche, master audio and videotapes, 
film, X-rays and blueprints. Electronic records include various forms of magnetic media such as 
computer tapes and hard drives and optical disks. The Company refers to its electronic records storage 
and management services as “data security services” and “digital archiving services.” 


Paper Records 


Paper records may be broadly divided into two categories: active and inactive. Active records relate 
to ongoing and recently completed activities or contain information that is frequently referenced. Active 
records are usually stored and managed on-site by the organization that originated them to ensure 
ready availability. Inactive paper records are the principal focus of the RIMS industry. Inactive records 
consist of those records that are not needed for immediate access but which must be retained for legal, 
regulatory and compliance reasons or for occasional reference in support of ongoing business 
operations. Based on industry studies, the Company believes that inactive records make up 
approximately 80% of all paper records. A large and growing specialty subset of the paper records 
market is medical records. These are active and semi-active records that are often stored off-site with 
and serviced by a RIMS vendor. 


Electronic Records 


Electronic records management focuses on the storage of, and related services for, computer 
media that are either a back-up copy of recently processed data or archival in nature. Back-up data 
exists because of the need of many businesses to maintain back-up copies of data in order to be able to 
operate in the event of a system failure, casualty loss or other disaster. It is customary for data 
processing groups to rotate back-up tapes to off-site locations on a regular basis and to require 
multiple copies of such information at multiple sites. In addition to the management of physical 
back-up copies of data, the Company is introducing new services that allow for the direct transfer, 
storage and retrieval of back-up data between its customers and its secure storage facilities via public 
broadband communications networks. The Company refers to these services as ‘“‘e-Vaulting.” 


Archival data is generally not needed for access but is retained for legal, regulatory and 
compliance reasons or for occasional reference in support of ongoing business operations. Historically, 
archival data, as well as back-up data, has been stored on physical media such as computer tapes or 
optical disks. The Company is collaborating with other companies to develop technologies to provide 
storage and related services for this data electronically in its original digital format. Customers’ data 
will be captured via telecommunication lines or the Internet. Based on the nature of the data, 
customers can choose to store their data on-line for real-time access, near-line access for a slightly 
lower cost or off-line on computer tapes or disks for less time-critical data. The Company refers to 
these developing services as ‘‘digital archiving services.” 


Growth of Market 


The Company believes that the volume of stored paper and electronic records will continue to 
increase for a number of reasons, including: (i) the rapid growth of inexpensive document producing 


technologies such as facsimile, desktop publishing software and desktop printing, (ii) the continued 
proliferation of data processing technologies such as personal computers and networks, (iii) regulatory 
requirements, (iv) concerns over possible future litigation and the resulting increases in volume and 
holding periods of documentation, (v) the high cost of reviewing records and deciding whether to retain 
or destroy them, (vi) the failure of many entities to adopt or follow policies on records destruction and 
(vii) audit requirements to keep back-up copies of certain records in off-site locations. 


Despite the growth of new “paperless” technologies, such as the Internet and e-mail, management 
believes that stored information remains predominantly paper-based. These technologies have 
promoted the creation of hard copies of such electronic information and have also led to increased 
demand for data security services, such as the storage and off-site rotation of back-up copies of 
magnetic media, and outsourcing support services that address the needs of data center operations and 
disaster recovery programs. In addition, management believes that the proliferation of digital 
information technologies and distributed data networks has created an emerging need for efficient, 
cost-effective, high quality solutions for electronic archiving and the management of electronic 
documents. 


Consolidation of a Highly Fragmented Industry 


Over the past several years, there has been consolidation in the highly fragmented RIMS industry. 
Most RIMS companies serve a single local market, and are often either owner-operated or ancillary to 
another business, such as a moving and storage company. The Company believes that this trend will 
continue because of the industry’s capital requirements for growth, opportunities for large RIMS 
providers to achieve economies of scale and customer demands for more sophisticated technology- 
based solutions. 


Management believes that the consolidation trend in the industry is also due to, and will continue 
as a result of, the preference of certain large organizations to contract with one vendor in multiple 
cities and countries for multiple services. In particular, customers increasingly demand a single, large, 
sophisticated company to handle all of their important business and electronic records needs. Large, 
national and multinational companies are better able to satisfy these demands than smaller competitors. 
The Company has made, and intends to continue to make, acquisitions of its competitors, many of 
whom are small, single city operators. 


Description of Iron Mountain’s Business 
Business Records Management 


The hard copy business records stored by the Company’s customers with the Company by their 
nature are not very active. These types of records are stored in cartons, which are packed by the 
customer. The Company uses bar-coded tracking technologies known as the Safekeeper™ system and 
the Pierce Leahy User Solution® (PLUS) system and other procedures to ensure the integrity of the 
contents of a customer’s cartons and to efficiently store and later retrieve a customer’s cartons. As a 
central component of its integration plan for the Pierce Leahy transaction, the Company has developed 
the SafekeeperPLUS™ system, combining the architecture of PLUS and the enhanced functionality of 
Safekeeper, and has begun a city-by-city conversion program that is expected to be completed in 2002. 
Storage charges are generally billed monthly on a per storage unit basis, usually either per carton or 
per cubic foot of records, and include the provision of space, racking, computerized inventory and 
activity tracking and physical security. 


Data Security Services 


Data security services consist of the storage and rotation of back-up computer media as part of 
corporate disaster and business recovery plans. Computer tapes, cartridges and disk packs are 


transported off-site by the Company’s courier operations on a scheduled basis to secure, climate- 
controlled facilities, where they are available to customers 24 hours a day, 365 days a year, to facilitate 
data recovery in the event of a disaster. Iron Mountain uses various information technology systems 
such as MediaLink™ and SecureBase™ software to manage this process. Iron Mountain also manages 
tape library relocation and supports disaster recovery testing and execution. The Company is now in the 
early stages of offering e-Vaulting as part of its data security services product line. E-Vaulting allows 
customers different levels of electronic transfer, storage and recovery of critical back-up data ranging 
from real time transfers using storage silos to electronic transfer and off-line storage for less immediate 
needs. 


Healthcare Information Services 


Healthcare information services principally include the handling, storage, filing, processing and 
retrieval of medical records used by hospitals, private practitioners and other medical institutions. 
Medical records tend to be more active in nature and are typically stored on specialized shelving 
systems that provide access to individual files. Healthcare information services also include recurring 
project work and ancillary services. Recurring project work involves the on-site removal of aged patient 
files and related computerized file indexing. Ancillary healthcare information services include release of 
information, temporary staffing, contract coding, facilities management and imaging. 


Vital Records Services 


Vital records contain critical or irreplaceable data such as master audio and video recordings, film, 
software source code and other highly proprietary information. Vital records may require special 
facilities or services, either because of the data they contain or the media on which they are recorded. 
The Company’s charges for providing enhanced security and special climate-controlled environments 
for vital records are higher than for typical storage functions. The Company provides the same ancillary 
services for vital records as it provides for its other storage operations. 


Service and Courier Operations 


Service and courier operations are an integral part of a comprehensive records management 
program for all physical media including paper and electronic records. They include adding records to 
storage, temporary removal of records from storage, refiling of removed records, permanent 
withdrawals from storage and destruction of records. Service charges are generally assessed for each 
procedure on a per unit basis. The Safekeeper, PLUS and SafekeeperPLUS systems control the service 
processes from order entry through transportation and invoicing for business records while MediaLink 
and SecureBase manage the process for the data security services business. 


Courier operations consist primarily of the pickup and delivery of records upon customer request. 
Charges for courier services are based on urgency of delivery, volume and location and are billed 
monthly. As of December 31, 2000, Iron Mountain was utilizing a fleet of more than 1,900 owned or 
leased delivery vehicles. 


Digital Archiving Services 


Iron Mountain currently provides storage and related services for computer media, primarily 
computer tapes and optical disks, that is archival in nature. In addition, the Company is collaborating 
with other companies to develop technologies and is exploring opportunities to leverage its customer 
relationships, geographic presence and brand image to provide additional information management 
services for digital records. The growth rate of mission-critical digital information is accelerating, driven 
in part by the use of the Internet as a distribution and transaction medium. The rising cost and 
increasing importance of digital information management, coupled with the increasing availability of 


telecommunications bandwidth at lower costs, may create meaningful opportunities for Iron Mountain. 
The Company is cultivating partnerships with technology providers to develop a number of applications. 


The Company believes the issues encountered by customers trying to manage their electronic 
records are similar to the ones they face in their business records management programs and consist 
primarily of: (i) storage capacity and the preservation of data; (ii) access to and control over the data 
in a secure environment; and (iii) the need to keep electronic records due to regulatory compliance or 
for litigation support. Products and services are currently being developed to address these needs and 
expand the array of services offered by the Company for electronic records. 


Additional Services and Products 


Iron Mountain offers a variety of additional services, which customers may request or contract for 
on an individual basis. These services include inventorying records, packing records into cartons or 
other containers, and creating computerized indices of files and individual documents. The Company 
also provides services for the management of active records programs. The Company can provide these 
services, which generally include document and file processing and storage, both off-site at its own 
facilities and by supplying its own personnel to perform management functions on-site at the customer’s 
premises. 


Other complementary lines of business operated by the Company include fulfillment services and 
confidential destruction. Fulfillment services are performed by the Company’s wholly owned subsidiary, 
COMAC, Inc. COMAC stores customer marketing literature and delivers this material to sales offices, 
trade shows and prospective customers’ sites based on current and prospective customer orders. In 
addition, COMAC assembles custom marketing packages and orders, and manages and provides 
detailed reporting on customer marketing literature inventories. 


Confidential destruction involves the shredding of sensitive documents for corporate customers 
that, in many cases, also use the Company’s services for management of less sensitive archival records. 
These services typically include the scheduled pick-up of loose office records accumulated by customers 
in specially designed containers provided by Iron Mountain. The Company currently performs these 
services in 17 markets and seeks to expand its presence in this business through acquisitions and 
internal start-ups. 


In addition, the Company provides professional consulting services to large customers, enabling 
them to develop and implement comprehensive records and information management programs. Iron 
Mountain’s consulting business draws on the Company’s experience in RIMS to analyze the practices of 
such companies and assist them in creating more effective programs of records and information 
management. The Company’s consultants work with these customers to develop policies for document 
review, analysis and evaluation and for scheduling of document retention and destruction. 


The Company also sells: (i) a full line of specially designed corrugated cardboard, metal and 
plastic storage containers; (ii) magnetic media products including computer tapes, cartridges and drives, 
tape cleaners and supplies and CDs; and (iii) computer room equipment and supplies such as racking 
systems, furniture, bar code scanners and printers. 


The amount of the Company’s revenues derived from business records management, data security 
services and other operating segments (including digital archiving services, confidential destruction and 
fulfillment services) and other relevant financial data for fiscal years 1999 and 2000 is set forth in 
Note 12 of Notes to Consolidated Financial Statements. 


Financial Characteristics of Iron Mountain’s Business 


Iron Mountain’s financial model is based on the recurring nature of its revenues. The historical 
predictability of this revenue stream and the resulting EBITDA! allows the Company to operate with a 
high degree of financial leverage. Since 1995, the Company has invested approximately $2.5 billion in 
acquisitions, accounted for using the purchase method of accounting, as its primary avenue of growth 
and in property, plant and equipment to support that growth. Iron Mountain’s primary financial goal 
has always been to increase consolidated EBITDA, which is a source of funds for investment in 
continued growth and for servicing indebtedness. Even as the Company shifts its focus from growth 
through acquisitions to internal revenue growth, its primary financial objective continues to be the 
growth in EBITDA in relation to capital invested on a per share basis. Iron Mountain’s business has 
the following financial characteristics: 


* Recurring Revenues. Iron Mountain derives a majority of its consolidated revenues from fixed 
periodic, usually monthly, fees charged to customers based on the volume of records stored. The 
Company’s revenues from these fixed periodic fees have grown for 48 consecutive quarters. 
Once a customer places paper records in storage with the Company and until those records are 
destroyed or permanently removed, for which the Company typically receives a service fee, the 
Company receives recurring payments for storage fees without incurring additional labor or 
marketing expenses or significant capital costs. Similarly, contracts for the storage of electronic 
back-up media consist primarily of fixed monthly payments. Over each of the last five years, 
storage revenues, which are stable and recurring, have accounted for approximately 60% of the 
Company’s total revenues. This stable and growing storage base also provides the foundation for 
increases in revenues and EBITDA. 


* Historically Non-Cyclical Business. Iron Mountain has not experienced a reduction of its business 
as a result of past general economic downturns, although the Company can give no assurance 
that this would be the case in the future. Management believes that the outsourcing of RIMS 
may accelerate during economic downturns as companies focus on reducing costs through 
outsourcing non-core operating functions. In addition, management believes that companies that 
have outsourced RIMS are less likely during economic downturns to incur the move-out costs 
and other expenses associated with switching vendors or moving RIMS in-house. 


¢ Inherent Growth from Existing Paper Records Customers. The Company’s paper records customers 
have on average generated additional Cartons? at a faster rate than stored Cartons have been 
destroyed or permanently removed. From January 1, 1996 through December 31, 2000, the Net 
Carton Growth From Existing Customers? of Iron Mountain increased at an average annual rate 
of approximately 6%. The Company believes the consistent growth of its paper storage revenues 
is the result of a number of factors, including: (i) the trend toward increased records retention, 
(ii) customer satisfaction with the Company’s services and (iii) the costs and inconvenience of 
moving storage operations in-house or to another provider of RIMS. 


1 EBITDA is defined as earnings before interest, taxes, depreciation, amortization, extraordinary 
items, other income, merger-related expenses and stock option compensation expense. Merger- 
related expenses are primarily those expenses directly related to the Company’s merger with Pierce 
Leahy that cannot be capitalized and include severance and pay-to-stay payments, costs of exiting 
certain facilities, system conversion costs and other transaction-related costs. 


2 The term “Carton” is defined as a measurement of volume equal to a single standard storage 
carton, approximately 1.2 cubic feet. The number of cartons stored does not include storage 
volumes in the Company’s vital records services and data security services, which are described 
below. 


3. The term “Net Carton Growth From Existing Customers” is defined as the increase in net Cartons 
attributable to existing customers without giving effect to the loss of approximately 1.0 million 
Cartons in fires attributed to arson in March 1997 in two of Iron Mountain’s facilities in South 
Brunswick Township, New Jersey. See “Item 3. Legal Proceedings.” 


* Diversified and Stable Customer Base. As of December 31, 2000, the Company had over 125,000 
customer accounts in a variety of industries. The Company currently provides services to more 
than half of the Fortune 500 and numerous commercial, legal, banking, healthcare, accounting, 
insurance, entertainment and government organizations. No customer accounted for more than 
2% of the Company’s consolidated revenues for the year ended December 31, 2000. From 
January 1, 1996 through December 31, 2000, average annual permanent removals of Cartons, 
not including destructions, represented approximately 4% of total Cartons stored. 


* Capital Expenditures Related Primarily to Growth. The Company’s RIMS business requires limited 
annual capital expenditures made in order to maintain the Company’s current revenue stream. 
From January 1, 1996 through December 31, 2000, approximately 90% of Iron Mountain’s 
aggregate capital expenditures were growth-related investments, primarily in racking systems, 
management information systems, new buildings and improvements to existing facilities. These 
growth-related capital expenditures are primarily discretionary and create additional capacity for 
increases in revenues and EBITDA. 


Growth Strategy 


Iron Mountain’s objective is to maintain its position as the leader in records and information 
management services. Domestically, the Company seeks to be one of the largest RIMS providers in 
each of its geographic markets. Internationally, the objectives are to continue to capitalize on its 
expertise in the RIMS industry and to make additional acquisitions and investments in selected 
international markets. The Company’s primary avenues of growth are: (i) increased business with 
existing customers; (ii) additions of new customers; (iii) the introduction of new products and services 
such as e-Vaulting, digital archiving and confidential destruction; and (iv) selective acquisitions in new 
and existing markets. 


Growth from Existing Customers 


Existing Iron Mountain customers storing paper records contribute to storage and services 
revenues growth because on average they generate additional Cartons at a faster rate than old Cartons 
are destroyed or permanently removed. In order to maximize growth opportunities from existing 
customers, the Company seeks to maintain high levels of customer retention by providing premium 
customer service through its local management staff. 


Through its local account management staff, the Company leverages existing business relationships 
with its customers by selling complementary services and products. Services include records tracking, 
indexing, customized reporting, vital records management and consulting services. 


Additions of New Customers 


The Company’s sales force is dedicated to two primary objectives: establishing new customer 
account relationships and expanding new and existing customer relationships by offering a wide array of 
complementary services and products. In order to accomplish these objectives, the sales force draws on 
the Company’s national marketing organization and senior management. As a result of acquisitions and 
its decision to recruit additional qualified sales professionals, the Company has increased the size of its 
sales force to approximately 250 such professionals. 


Introduction of New Products and Services 


Iron Mountain continues to expand its menu of products and services. The Company has 
significantly increased its presence in the confidential destruction industry and is in the process of 
developing new e-Vaulting and digital archiving services. These new products and services allow the 


Company to further penetrate its existing customer accounts and attract new customers in previously 
untapped markets. 


Growth through Domestic Acquisitions 


The Company’s acquisition strategy includes both expanding geographically, focusing primarily on 
the 100 largest U.S. markets, and increasing the Company’s presence and scale within existing markets 
through “fold-in” acquisitions. Iron Mountain has a successful record of acquiring and integrating 
RIMS companies. See “Completed Acquisitions.” The Company intends to continue its domestic 
acquisition program. However, given the small number of large acquisition prospects and the 
Company’s increased revenue base, future acquisitions are expected to be less significant to overall 
domestic revenue growth than they have been historically. 


International Growth Strategy 


Iron Mountain also intends to continue to make acquisitions and investments in RIMS businesses 
outside the United States. The Company has acquired and invested in, and seeks to acquire and invest 
in, RIMS companies in countries, and, more specifically, markets within such countries, where it 
believes there is sufficient demand from existing multinational customers or the potential for growth. 
Since beginning its international expansion program in January 1999, Iron Mountain, directly and 
through joint ventures, has expanded its operations into Canada, Europe and Latin America. These 
transactions have taken, and may continue to take, the form of acquisitions of the entire business or 
controlling or minority investments, with a long-term goal towards full ownership. In addition to the 
criteria the Company uses to evaluate domestic acquisition candidates, Iron Mountain also evaluates 
the presence in the potential market of existing Iron Mountain clients as well as the risks uniquely 
associated with an international investment, including those risks described below. 


The experience, depth and strength of local management are particularly important in Iron 
Mountain’s international acquisition strategy. As a result, Iron Mountain has formed joint ventures 
with, or acquired significant interests from, target businesses throughout Europe and Latin America. 
Iron Mountain believes this strategy, rather than an outright acquisition, may, in certain markets, better 
position the Company to expand the existing business, although the Company’s long-term goal is to 
acquire full ownership of each such business. The local partner will benefit from Iron Mountain’s 
expertise in the RIMS industry and, in certain cases, Iron Mountain’s technology, and Iron Mountain 
will benefit from its local partner’s knowledge of the market, relationships with customers and its 
presence in the community. 


Iron Mountain’s international investments are subject to risks and uncertainties relating to the 
indigenous political, social, regulatory, tax and economic structures of other countries, as well as 
fluctuations in currency valuation, exchange controls, expropriation and governmental policies limiting 
returns to foreign investors. At this time, there can be no assurance as to whether any international 
investment will be successful in achieving its objectives. 


The amount of the Company’s revenues derived from international operations and other relevant 
financial data for fiscal years 1998, 1999 and 2000 is set forth in Note 12 of Notes to Consolidated 
Financial Statements. During 2000, Iron Mountain derived approximately 12% of its revenues from 
outside of the United States. 


Completed Acquisitions 


Merger of Iron Mountain and Pierce Leahy 


On February 1, 2000, Iron Mountain completed its most important acquisition to date as it 
acquired Pierce Leahy, a Pennsylvania corporation, in a stock-for-stock merger. Because the transaction 


was structured as a reverse merger, Iron Mountain merged with and into Pierce Leahy and Pierce 
Leahy survived the merger. Immediately after the merger, the Company changed its name from Pierce 
Leahy Corp. to Iron Mountain Incorporated. See Note 6 of Notes to Consolidated Financial 
Statements. 


Recent Acquisitions 


As part of its growth strategy, from January 1, 1998 through December 31, 2000, Iron Mountain 
acquired 44 RIMS businesses. The following table presents certain information with respect to the 
acquisitions completed by the Company between January 1, 1998 and December 31, 2000. 


Components of Purchase Price Consideration 


(Dollars in millions) 


Total Aggregate Cash Paid Fair Value of Total 
Revenues and Debt Common Stock and ‘Purchase 

Number _ Represented(1) Assumed Options Issued Price 
1998 Acquisitions: 4 oy sd5 0644 ea 48 15 $152 $193 $ 67 $ 260 
1999 Acquisitions ................ 17 98 215 46 261 
2000 Acquisitions(2) .............. 12 401 732 447 1,179 


(1) Total annual aggregate revenues were calculated in each case by reference to the revenues of each 
of the acquired businesses during the year in which they were acquired. This calculation includes 
an estimate of total revenues for the portion of the year of acquisition during which any such 
acquired business was included in Iron Mountain’s results of operations. 


(2) The total purchase price for the 2000 Acquisitions includes $1.0 billion for the acquisition of Pierce 
Leahy on February 1, 2000. 


Customers 


The Company’s customer base is diversified in terms of revenues and industry concentration. Iron 
Mountain tracks customer accounts, which are based on invoices. Accordingly, depending upon how 
many invoices have been arranged at the request of a customer, one organization may represent 
multiple customer accounts. As of December 31, 2000, the Company had over 125,000 customer 
accounts in a variety of industries. The Company currently provides services to more than half of the 
Fortune 500 and numerous commercial, legal, banking, healthcare, accounting, insurance, entertainment 
and government organizations. No customer accounted for more than 2% of the Company’s 
consolidated revenues for the year ended December 31, 2000. 


Competition; Alternative Technologies 


The Company competes with its current and potential customers’ internal records and information 
management services capabilities. The Company can provide no assurance that these organizations will 
begin or continue to use an outside company such as Iron Mountain for their future records and 
information management services. 


The Company competes with multiple RIMS providers in all geographic areas where it operates. 
Iron Mountain believes that competition for customers is based on price, reputation for reliability, 
quality of service and scope and scale of technology and that it generally competes effectively based on 
these factors. 


Iron Mountain also competes with other RIMS providers for companies to acquire. Some of the 
Company’s competitors may possess substantial financial and other resources. If any such competitor 
were to devote additional resources to the RIMS business and such acquisition candidates or focus its 
strategy on Iron Mountain’s markets, Iron Mountain’s results of operations could be adversely affected. 


Iron Mountain derives most of its revenues from the storage of paper documents and related 
services. This storage requires significant physical space. Alternative storage technologies exist, many of 
which require significantly less space than paper. These technologies include computer media, 
microform, CD-ROM and optical disk. To date, none of these technologies has replaced paper as the 
principal means for storing information. However, the Company can provide no assurance that its 
customers will continue to store most of their records in paper format. A significant shift by Iron 
Mountain’s customers to storage of data through non-paper based technologies, whether now existing 
or developed in the future, could adversely affect its business. The Company is collaborating with other 
companies to develop e-Vaulting and digital archiving service products designed to address its 
customers’ emerging need for efficient, cost-effective, high quality solutions for electronic archiving and 
the management of electronic documents. 


Employees 


As of December 31, 2000, the Company employed about 8,300 full-time employees in the United 
States. Directly and through majority-owned joint ventures, as of December 31, 2000, the Company 
employed approximately 2,000 full-time employees outside of the United States. A small percentage of 
the Company’s employees are represented by unions. These unionized employees are located in 
California, one city in Canada and in the United Kingdom. As of December 31, 2000, the aggregate 
number of unionized employees was approximately 300. 


All domestic non-union employees are eligible to participate in the Company’s benefit programs, 
which include medical, dental, life, short and long-term disability and accidental death and 
dismemberment plans. Unionized employees receive these types of benefits through their unions. In 
addition to base compensation and other usual benefits, all full-time domestic employees participate in 
some form of incentive-based compensation program that provides payments based on profits, 
collections or attainment of specified objectives for the unit in which they work. International 
employees participate in separate benefit and incentive-based compensation programs. Management 
believes that the Company has good relationships with its employees and unions. 


Insurance 


For strategic risk transfer purposes, the Company maintains a comprehensive insurance program 
with insurers that it believes to be reputable and in amounts that it believes to be appropriate. Property 
insurance is purchased on an all-risk basis, including flood and earthquake, subject to certain sublimits 
and deductibles, and inclusive of the replacement cost of real and personal property, including 
leasehold improvements, business income loss and extra expense. Separate policies for California 
earthquake exposures are maintained at what the Company believes to be appropriate limits and 
deductibles for that exposure. Included among other types of insurance carried by Iron Mountain are: 
workers compensation, general liability, umbrella, automobile, and directors and officers policies. 


The Company’s standard form of storage contract sets forth an agreed maximum valuation for 
each carton or other storage unit held by the Company, which serves as a limitation of liability for loss 
or damage, as permitted under the Uniform Commercial Code. In contracts containing such limits, 
such values are nominal, and the Company believes that in typical circumstances its liability would be 
so limited in the event of loss or damage to stored items for which the Company may be held liable. 
However, some of the Company’s agreements with large volume accounts and some of the contracts 
assumed in the Company’s acquisitions contain no such limits or contain higher limits or supplemental 
insurance arrangements. See “Item 3. Legal Proceedings” for a description of claims by particular 
customers seeking to rescind their contracts, including limitations on liability, as a result of the fires 
experienced at Iron Mountain’s South Brunswick Township, New Jersey facilities in 1997. 
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Environmental Matters 


Some of the Company’s currently and formerly owned or operated properties were previously used 
for industrial or other purposes that involved the use or storage of hazardous substances or petroleum 
products or may have involved the generation of hazardous wastes. In some instances these properties 
included the operation of underground storage tanks or the presence of asbestos-containing materials. 
Although the Company has from time to time conducted limited environmental investigations and 
remedial activities at some of its former and current facilities, it has not undertaken an in-depth 
environmental review of all of its properties. Under various federal, state and local environmental laws, 
the Company may be potentially liable for environmental compliance and remediation costs to address 
contamination, if any, located at these properties as well as damages arising from such contamination. 
Environmental conditions for which the Company might be liable may also exist at properties that it 
may acquire in the future. In addition, future regulatory action and environmental laws may impose 
costs for environmental compliance that do not exist today. 


The Company currently transfers a portion of its risk of financial loss due to environmental 
matters by purchasing a pollution liability insurance policy, which covers all owned and leased locations. 
Coverage is provided for both liability and remediation exposures. 


Item 2. Properties. 


As of December 31, 2000, Iron Mountain conducted operations through 504 leased and 131 owned 
facilities containing a total of 39.4 million square feet of space. The leased facilities typically have initial 
lease terms of ten years with options to renew for an additional five to ten years. In addition, many of 
the leases contain either a purchase option or a right of first refusal upon the sale of the property. The 
Company’s facilities are located throughout North America, Europe and Latin America, with the 
largest number of facilities in California, Florida, Illinois, New Jersey, Texas, Canada and the United 
Kingdom. The Company believes that the space available in its facilities is adequate to meet its current 
needs. See Note 13 of Notes to Consolidated Financial Statements for information regarding the 
Company’s minimum annual rental commitments. 


Item 3. Legal Proceedings. 


In March 1997, the Company experienced three fires, all of which authorities have determined 
were caused by arson. The fires resulted in damage to one and destruction of Iron Mountain’s other 
RIMS facility in South Brunswick Township, New Jersey. 


Certain of the Company’s customers or their insurance carriers have asserted claims as a 
consequence of the destruction of, or damage to, their records as a result of the fires, including claims 
with specific requests for compensation and allegations of negligence or other culpability on the part of 
Iron Mountain. The Company and its insurers have denied any liability on the part of Iron Mountain 
as to all of these claims. 


The Company is presently aware of five pending lawsuits that have been filed against Iron 
Mountain by certain of its customers and/or their insurers, and of two lawsuits filed by the insurers of 
abutters of the South Brunswick facility, and of one lawsuit filed by a fire official who claims that he 
was injured in the course of fighting the first fire. Six of these seven lawsuits have been consolidated 
for pre-trial purposes in the Middlesex County, New Jersey, Superior Court. The seventh lawsuit, 
brought by a single customer, is pending in the Supreme Court for New York County, New York. An 
eighth lawsuit, also brought by a single customer, was tried before a federal judge in New Jersey in 
February 2000. After trial, judgment was entered in favor of Iron Mountain; no appeal was filed in this 
matter. 
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Iron Mountain has denied liability and asserted affirmative defenses in all of the remaining cases 
arising out of the fires and, in certain of the cases, has asserted counterclaims for indemnification 
against the plaintiffs. Discovery is ongoing. The Company denies any liability as a result of the 
destruction of, or damage to, customer records or property of abutters as a result of the fires, which 
were beyond its control. It also denies any liability for the injuries allegedly sustained by the fire 
official. The Company intends to vigorously defend itself against these and any other lawsuits that may 
arise. 


The Company was paid by its general liability and property insurance carrier for costs incurred as 
a result of business interruption and property damage due to the fires. However, Iron Mountain’s 
errors and omissions carrier made an initial determination denying coverage as to these claims. In 
November 1998, Iron Mountain filed an action in the United States District Court for the District of 
Massachusetts seeking a declaration of coverage and other relief. The parties, together with the general 
liability and property carrier, have entered into a settlement agreement regarding reimbursement of 
defense costs and continue to be in ongoing discussions regarding all remaining coverage issues. 


The outcome of these proceedings cannot be predicted. Based on its present assessment of the 
situation, after consultation with legal counsel, management does not believe that the outcome of these 
proceedings will have a material adverse effect on the Company’s financial condition or results of 
operations, although there can be no assurance in this regard. 


In addition to the matters discussed above, the Company is involved in litigation from time to time 
in the ordinary course of business. In the opinion of management, no other material legal proceedings 
are pending to which the Company, or any of its properties, is subject. 


Item 4. Submission of Matters to a Vote of Security Holders. 


There were no matters submitted to a vote of security holders of Iron Mountain during the fourth 
quarter of the fiscal year ended December 31, 2000. 
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PART II 
Item 5. Market for the Registrant’s Common Stock and Related Shareholder Matters. 


The Common Stock of the Company is traded on the New York Stock Exchange (“NYSE”) under 
the symbol “IRM.” Prior to the merger, the common stock of each of Pierce Leahy and the Company 
were listed on the NYSE under the symbols “PLH” and “IRM,” respectively. Pierce Leahy first issued 
its common stock to the public in July 1997, while Iron Mountain first issued its common stock to the 
public in February 1996. Prior to April 26, 1999, the Common Stock of Iron Mountain was traded on 
the Nasdaq National Market (‘“Nasdaq”) under the symbol “IMTN.” 


The following table sets forth the high and low sale prices for Pierce Leahy and Iron Mountain 
common stock on the NYSE and the Nasdaq, for the years 1999 and 2000: 


Sale Prices 


High Low 

1999—Pierce Leahy(1) 

| Bh go] 6 © 11 12) co) eee ee ee se me $24.55 $21.82 

Second ‘Ouarter 4c. te hee eee Ss ee ae ee on See 24.32 20.57 

"Third! Quarter ©. Foe su ssene ae tenga ta ah ee Bae Wy AEE Oe 23.64 18.24 

Fourth Quarter: oso5 Pek eh be ee he week Dh een ces 39.32 21.31 
1999—Iron Mountain 

First Quarter vs indccg cs dow bccnn 6 waders Geeee oie dae besos, ea shlion bin as $36.25 $27.38 

Sécond ‘Ouarter 5 2s. sasce, 4) slanatas, eel BS chasse 1 Do ee ely BS 33.13 25.38 

Third Quarter 6:3 bd wl se A ee ead Hawe Sea AS oH Ged Win 34.38 27.88 

Fourth Quarter —iosc¢ eteidis toda teewess WA Saeed Ble ees etn eben @ 4 39.50 25.13 
2000—Iron Mountain 

First: Quartet(2): 3.4 oyGeeea gal iallde peu e bd dase aes $34.88 $27.75 

Sécorid Quarter is ba.Sces tock Palas nls Gav he Aa Paueek nae eS 36.81 29.63 

PHI Quarter 5-86 5e5 ack ieee gato Ta BEG GR i obi Sy tao bea Tat 37.00 31.00 

Fourth: Quarters so. 204 oe Sse ested Sisco alk odie Boek hk ERLE Sok 8H 37.50 29.50 


(1) The high and low sale prices on the NYSE for Pierce Leahy’s common stock for 1999 have been 
adjusted to give effect to a one-for-ten stock split effected in the form of a dividend declared and 
paid by Pierce Leahy in January 2000. 


(2) The high and low sale prices on the NYSE for the Iron Mountain Incorporated common stock for 
the first quarter of 2000 include only the months of February and March as the merger incurred 
on February 1, 2000. 


The closing price of the Company’s Common Stock on the NYSE on March 1, 2001 was $39.57. 
As of March 1, 2001, there were 682 holders of record of the Company’s Common Stock. The 
Company believes that there are more than 6,900 beneficial owners of the Company’s Common Stock. 


The Company’s Board of Directors (the “Company Board”) currently intends to retain future 
earnings, if any, for the development of the Company’s businesses and does not anticipate paying cash 
dividends on the Company’s Common Stock in the foreseeable future. Future determinations by the 
Company Board to pay dividends on the Common Stock would be based primarily upon the financial 
condition, results of operations and business requirements of the Company. Dividends, if any, would be 
payable at the sole discretion of the Company Board out of the funds legally available for that purpose. 
Some of the Company’s agreements pursuant to which the Company has borrowed funds contain 
provisions that limit the amount of dividends and stock repurchases that the Company may make. 
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Pierce Leahy and Iron Mountain have not paid dividends on their shares of common stock, other 
than stock dividends, during the last two years. 


Item 6. Selected Consolidated Financial and Operating Information. 


The following selected consolidated statements of operations and balance sheet data of the 
Company have been derived from the Company’s audited consolidated financial statements. The 
selected consolidated financial and operating information set forth below should be read in conjunction 


with “Management’s Discussion and Analysis of Financial Condition and Results of Operations” and 
Iron Mountain’s Consolidated Financial Statements and the Notes thereto included elsewhere in this 


filing. 
Year Ended December 31, 
1996 1997 1998 1999 2000 
(In thousands, except per share data) 

Consolidated Statements of Operations Data: 
Revenues: 

StOEage, a. Sa Ee fore We The hate Ra ea Vans Resa soaks Redes $ 85,826 $125,968 $230,702 $317,387 $585,664 

Service and Storage Material Sales... 2... ..........00.0. 52,892 82,797 153,259 202,162 400,707 

Total Revenues. +. 6 v2.4 4 wave A OE ERA A eld a we Y wads 138,718 208,765 383,961 519,549 986,371 

Operating Expenses: 

Cost of Sales (excluding depreciation) ................... 70,747 106,879 192,113 260,930 482,771 

Selling, General and Administrative .................00.0. 34,342 51,668 95,867 128,948 246,559 

Depreciation and Amortization ................000000. 16,936 27,107 48,301 65,422 126,810 

Stock Option Compensation Expense ...............000. — — = — 15,110 

Merger-Related Expenses... .. 2... 0... 0000 eee eee eee _— — — — 9,133 

Total Operating Expenses ...................000000- 122,025 185,654 336,281 455,300 880,383 

Operating Income: 2.5946 eve au alae eke Sate ele e Ag ae ee 16,693 23,111 47,680 64,249 105,988 
Interest: Expense, Net oc. bee es bee a be ee ee Sha 14,901 27,712 45,673 54,425 117,975 
Other Income (Expense), Net... 0... 0.000.000.0000 00 00 ee — — 1,384 17 (6,045) 
Income (Loss) from Continuing Operations Before Provision 

(Benefit) for Income Taxes and Minority Interest. ........... 1,792 (4,601) 3,391 9,841 (18,032) 
Provision (Benefit) for Income Taxes .................000- 1,435 (80) 6,558 10,579 9,125 
Minority Interest in Earnings (Losses) of Subsidiaries .......... = a = 322 (2,224) 
Income (Loss) from Continuing Operations before Extraordinary 

Teeth seers soe eo: Nieves E Puke VG BAS 4 Po Mo ee ee eS 357 (4,521) (3,167) (1,060) = (24,933) 
Income from Discontinued Operations .................00. — _ 201 241 — 
Loss on Sale of Discontinued Operations ................0. _ — — (13,400) _— 
Extraordinary Charge (net of tax benefit) ...............0.. (2,126) — — — (2,892) 
Loss Before Warrant Accretion. ......... 0.000000. 000005 (1,769) (4,521) (2,966) (14,219) = (27,825) 
Accretion of Redeemable Put Warrant ................0000. 280 7 = — = 
Net Loss Applicable to Common Shareholders ............... $ (2,049) $ (4,521) $ (2,966) $(14,219) $(27,825) 
Net Loss per Common Share—Basic and Diluted: 

Income (Loss) from Continuing Operations ............... $ 0.00 $ (0.26) $ (0.12) $ (0.03) $ (0.47) 

Income from Discontinued Operations.................4. — — 0.01 0.01 — 

Loss on Sale of Discontinued Operations ................. = _— — (0.41) — 
Income (Loss) Before Extraordinary Charge ................ 0.00 (0.26) (0.11) (0.43) (0.47) 

Extraordinary Charge (net of tax benefit). ...............0. (0.15) = = — (0.05) 
Net Loss Applicable to Common Shareholders ............... $ (0.15) $ (0.26) $ (0.11) $ (0.43) $ (0.52) 
Weighted Average Common Shares Outstanding—Basic 

and: Diluted 9.25 oy tc Set io echs cg, Wetae dn, saa ena Geet we ae ae 13,911 17,172 27,470 33,345 53,125 
Pro Forma(1): 

Net Loss Applicable to Common Shareholders ............. $ (0.13) 

Weighted Average Common Shares Outstanding ............ 15,206 


(footnotes on following page) 
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Year Ended December 31, 
1996 1997 1998 1999 2000 
(In thousands) 


Other Data: 
EBITDA from Continuing Operations(2) .. $ 33,629 $ 50,218 $ 95,981 $ 129,671 $ 257,041 
EBITDA from Continuing Operations as a 

Percentage of Total Revenues......... 24.2% 24.1% 25.0% 25.0% 26.1% 


As of December 31, 
1996 1997 1998 1999 2000 
(In thousands) 


Consolidated Balance Sheet Data: 


Cash and Cash Equivalents ............ $ 3,453 $ 24510 $ 1,715 $ 3,830 $ 6,200 
TOtalUASSets: 06 gecded Oe Sets, 5 eed oe Dee GR 281,799 636,786 967,385 1,317,212 2,659,096 
Total DEBE ice. oie esses dies. 2-8 Beane al Ge Sass 184,733 428,018 456,178 612,947 1,355,131 
Shareholders’ Equity ................. 52,384 137,733 338,882 488,754 924,458 


(1) Represents pro forma earnings per share as if the preferred stock that was converted into the 
Company Common Stock in connection with the Company’s initial public offering had been 
converted as of January 1, 1996. 


(2) Based on the Company’s experience in the RIMS industry, management believes that EBITDA 
(which we define as earnings before interest, taxes, depreciation, amortization, extraordinary items, 
other income, merger-related expenses and stock option compensation expense) is an important 
tool for measuring the performance of RIMS companies (including potential acquisition targets) in 
several areas, such as liquidity, operating performance and leverage. In addition, lenders use 
EBITDA-based calculations as a criterion in evaluating RIMS companies, and substantially all of 
the Company’s financing agreements contain covenants in which EBITDA-based calculations are 
used as a measure of financial performance. However, EBITDA should not be considered an 
alternative to operating or net income (as determined in accordance with generally accepted 
accounting principles (“GAAP”)) as an indicator of the Company’s performance or to cash flow 
from operations (as determined in accordance with GAAP) as a measure of liquidity. See 
“Management’s Discussion and Analysis of Financial Condition and Results of Operation” and 
“Liquidity and Capital Resources” for discussions of other measures of performance determined in 
accordance with GAAP and the Company’s sources and applications of cash flow. 
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations. 


The following discussion should be read in conjunction with “Item 6. Selected Consolidated Financial 
and Operating Information” and the Consolidated Financial Statements and Notes thereto and the other 
financial and operating information included elsewhere in this filing. 


This discussion contains “forward-looking statements” as that term is defined in the federal 
securities laws. Such forward-looking statements concern the operations, economic performance and 
financial condition of Iron Mountain. The forward-looking statements are subject to various known and 
unknown risks, uncertainties and other factors. 


Although we believe that our forward-looking statements are based on reasonable assumptions, our 
expected results may not be achieved, and actual results may differ materially from our expectations. 
Important factors that could cause actual results to differ from expectations include, among others, the 
following: 


* difficulties related to the integration of acquisitions generally and, more specifically, the 
integration of our operations and those of Pierce Leahy; 


* unanticipated costs as a result of our acquisition of Pierce Leahy; 
* the uncertainties related to international expansion; 


* the uncertainties related to expansion into digital businesses, including the timing of introduction 
and market acceptance of the Company’s products and services; 


* rapid and significant changes in technology; 
* the cost and availability of appropriate storage facilities; 
* changes in customer preferences and demand for our services; 


* our significant indebtedness and the cost and availability of financing for contemplated growth; 
and 


* other general economic and business conditions. 


Overview 


The Company’s primary financial objective has been to increase consolidated EBITDA, which is a 
source of funds for investment in continued growth and to service indebtedness. The Company has 
benefited from growth in consolidated EBITDA from continuing operations, which has increased from 
$96.0 million for 1998 to $257.0 million for 2000 (a compound annual growth rate of 63.6%). However, 
the pursuit of this objective has negatively affected other measures of the Company’s financial 
performance, such as consolidated net income. 


For the years ended December 31, 1998 through 2000, the Company experienced consolidated net 
losses. The Company attributes such losses in part to significant charges associated with the pursuit of 
its growth strategy, namely: 


* increases in depreciation expense associated with expansion of storage capacity; 


* increases in goodwill amortization associated with acquisitions accounted for under the purchase 
method; 


* increases in interest expense associated with the borrowings used to fund acquisitions; and 


* in 2000, charges for stock option compensation expense and merger-related expenses associated 
with the integration of the operations of Iron Mountain and Pierce Leahy. 
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On February 1, 2000, the Company completed its acquisition of Pierce Leahy in a stock-for-stock 
merger valued at $1.0 billion. The acquisition was structured as a reverse merger with Pierce Leahy 
being the surviving legal entity and immediately changing its name to Iron Mountain Incorporated. 
Based on the number of shares of Iron Mountain and Pierce Leahy common stock outstanding 
immediately prior to the completion of the merger, immediately after the merger former stockholders 
of Iron Mountain owned approximately 65% of the Company’s Common Stock. Because of this share 
ownership, Iron Mountain is considered the acquiring entity for accounting purposes. The total 
consideration for this transaction was comprised of: (i) 18.8 million shares of the Company’s Common 
Stock with a fair value of $421.2 million; (ii) 1.6 million options to acquire the Company’s Common 
Stock with a fair value of $25.3 million; (iii) assumed debt with a fair value of $584.9 million; and 
(iv) $4.3 million of capitalized transaction costs. Consolidated revenues of Pierce Leahy were 
$342.3 million for the year ended December 31, 1999. 


The Company’s revenues consist of storage revenues as well as service and storage material sales 
revenues. Storage revenues consist of periodic charges related to the storage of materials (either on a 
per unit or per cubic foot of records basis) and have accounted for approximately 60% of total 
revenues in each of the last five years. In certain circumstances, based upon customer requirements, 
storage revenues include periodic charges associated with normal, recurring service activities. Service 
and storage material sales revenues are comprised of charges for related service activities, the sale of 
storage materials and courier operations. Courier operations consist primarily of the pickup and 
delivery of records upon customer request. Related service revenues arise from additions of new 
records, temporary removal of records from storage, refiling of removed records, destructions of 
records, permanent withdrawals from storage and sales of specially designed storage containers, 
magnetic media including computer tapes and related supplies. Customers are generally billed on a 
monthly basis on contractually agreed-upon terms. 


Cost of sales (excluding depreciation) consists primarily of wages and benefits for field personnel, 
facility occupancy costs, vehicle and other equipment costs and supplies. Of these, wages and benefits 
and facility occupancy costs are the most significant. 


Selling, general and administrative expenses consist primarily of wages and benefits for 
management, administrative, sales and marketing personnel, as well as expenses related to travel, 
communications, data processing expenses, professional fees, bad debts, training, office equipment and 
supplies. 


The Company’s depreciation and amortization charges result primarily from the capital-intensive 
nature of its business and the acquisitions that the Company has completed. The principal components 
of depreciation relate to racking systems and related equipment, new buildings and leasehold 
improvements, equipment for new facilities and computer system hardware and software. Amortization 
relates primarily to goodwill arising from acquisitions and customer acquisition costs. The Company has 
accounted for all of its acquisitions under the purchase method. Since the purchase price for RIMS 
companies is usually substantially in excess of the fair value of their net assets, these purchases have 
given rise to significant goodwill and, accordingly, significant levels of amortization. Although 
amortization is a non-cash charge, it does decrease reported consolidated net income. Because certain 
of the Company’s acquisitions have given rise to nondeductible goodwill, the Company’s effective tax 
rate is higher than the statutory rate. 


EBITDA is an important financial performance measure in the RIMS industry, both for 
determining the value of companies within the industry and for defining standards for borrowing from 
institutional lenders. The Company’s EBITDA margins from continuing operations were 25.0% for 
1998, 25.0% for 1999 and 26.1% for 2000. The Company acquired 15 RIMS businesses in 1998, 17 in 
1999 and 12 in 2000. With the exception of the Pierce Leahy merger in 2000, most acquisitions had 
lower EBITDA margins than the rest of the Company’s business. The Company generally does not 
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realize anticipated synergies relating to acquisitions immediately. The Company was able to increase its 
recent EBITDA margins through improved overall operating efficiencies, economies of scale and the 
realization of synergies in connection with earlier acquisitions, as well as the addition of the higher- 
margin Pierce Leahy business in 2000. This increase was partially offset by additional labor expense due 
to wage and incentive compensation equalization as a result of the Pierce Leahy integration. 


Results of Operations 


The following table sets forth, for the periods indicated, information derived from the Company’s 
consolidated statements of operations, expressed as a percentage of total consolidated revenues. 


Year Ended December 31, 


1998 1999 2000 

Revenues: 

SLOTAB CS. 55, beep Sgr alt, Epos al a, Od Bae g See eggs dag od Sy BT to ok i 60.1% 61.1% 594% 

Service and Storage Material Sales...................0.00.000, 39.9 38.9 40.6 

Total REVENUES ss). 16 sea: eee io thes & ees te to Sa to ents BR esi Yan ten es 100.0 100.0 100.0 

Operating Expenses: 

Cost of Sales (Excluding Depreciation).....................004. 50.0 50.2 48.9 

Selling, General and Administrative .................00.000000, 25.0 24.8 25.0 

Depreciation and Amortization .............. 0.000.000 eee ee 12.6 12.6 12.9 

Stock Option Compensation Expense ..................00000005 — — 1.6 

Merger-Related Expenses ........ 2.0.0.0... eee eee ee eee — — 0.9 

Total Operating Expenses. ..... 0.2... 0.00... eee eee eee 87.6 87.6 89.3 

Operating MCOMES: 62640 iar gee als Caled 4 jor ks sPeregee fe bla Wndecd B pte Aes 12.4 12.4 10.7 
Interest: Expenses. vice ei oi teb te Se ee BE te PR ee 11.9 10.5 12.0 
Other Income; NEC es ss5, 3.t¢ sales ye deeest oh bape ole eet dees Bae ec 0.4 0.0 (0.5) 
Income (Loss) from Continuing Operations Before Provision for Income 

Taxes and Minority Interest ................. 0.000000 0000000. 0.9 1.9 (1.8) 
Provision for Income Taxes ..... 0... 0... eee eee 1.7 2.0 0.9 
Minority Interest in (Losses) Earnings of Subsidiaries................ — 0.1 (0.2) 
Loss from Continuing Operations before Extraordinary Item........... (0.8) (0.2) (2.5) 
Income from Discontinued Operations................... 00.0000. 0.1 0.1 — 
Loss on Sale of Discontinued Operations.....................000. — (2.6) — 
Extraordinary Charge from Early Extinguishment of Debt (net of Tax 

BT hit ) 555 Siebel ay Sees al eats Dar thdin SRR CA Sal Dani ene Sao ats Dart tna Saya be os Le Dae hess at — — (0.3) 
INGE OSS onsite eds sabe sell 5 wh Mai aes dtl bse Bae am, casts Bang hag Ns caleba go Bee essing (0.7)%  (2.7)%  (2.8)% 
EBITDA from Continuing Operations ......................0000. 25.0% 25.0% 26.1% 


Year Ended December 31, 2000 Compared to Year Ended December 31, 1999 


Consolidated storage revenues increased $268.3 million, or 84.5%, to $585.7 million for the year 
ended December 31, 2000 from $317.4 million for the year ended December 31,1999. Consolidated 
storage revenues increased primarily due to acquisitions, particularly the Pierce Leahy acquisition. 
Pierce Leahy’s 1999 storage revenues were $190.1 million. Internal storage revenue growth, calculated 
as if Pierce Leahy had merged with Iron Mountain on January 1, 1999, was 11.7%. The internal storage 
revenue growth resulted primarily from net increases in records and other media stored by existing 
customers and from sales to new customers. 
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Consolidated service and storage material sales revenues increased $198.5 million, or 98.2%, to 
$400.7 million for the year ended December 31, 2000, from $202.2 million for the year ended 
December 31, 1999. Consolidated service and storage material sales revenues increased primarily due to 
acquisitions, particularly the Pierce Leahy acquisition. Pierce Leahy’s 1999 service and storage material 
sales revenues were $152.2 million. Internal service and storage material sales revenue growth, 
calculated as if Pierce Leahy had merged with Iron Mountain on January 1, 1999, was 13.3%. The 
internal revenue growth resulted from increases in service and storage material sales to existing 
customers and the addition of new customer accounts. 


For the reasons discussed above, total consolidated revenues increased $466.9 million, or 89.9%, to 
$986.4 million for the year ended December 31, 2000 from $519.5 million for the year ended 
December 31, 1999. Total internal revenue growth, calculated as if Pierce Leahy had merged with Iron 
Mountain on January 1, 1999, was 12.3%. 


Consolidated cost of sales (excluding depreciation) increased $221.9 million, or 85.0%, to 
$482.8 million (48.9% of consolidated revenues) for the year ended December 31, 2000 from 
$260.9 million (50.2% of consolidated revenues) for the year ended December 31, 1999. The dollar 
increase was primarily attributable to the acquisition of Pierce Leahy. The decrease as a percentage of 
revenues was primarily attributable to operating efficiencies, particularly related to labor and 
transportation, gained as a result of an increase in scale, offset by the increased facilities costs of Pierce 
Leahy, which are typical of a more paper storage-intensive business. The Company’s business records 
and international segments are substantially paper-based. Revenues for these segments have increased 
from 73% to 80% of total revenues from 1999 to 2000. 


Consolidated selling, general and administrative expenses increased $117.7 million, or 91.2%, to 
$246.6 million (25.0% of consolidated revenues) for the year ended December 31, 2000 from 
$128.9 million (24.8% of consolidated revenues) for the year ended December 31, 1999. The dollar 
increase was primarily attributable to the Pierce Leahy acquisition. The increase as a percentage of 
revenues was primarily attributable to increased spending on information technology related to: (i) the 
conversion of new systems for the Company’s data security business; (ii) increased staffing in 
preparation for systems conversions related to the integration of Pierce Leahy with the Company; and 
(iii) the Company’s efforts to explore complementary digital service offerings. These increases were 
partially offset by general management overhead efficiencies driven by an increase in scale. 


As a result of the foregoing factors, consolidated EBITDA increased $127.3 million, or 98.2%, to 
$257.0 million (26.1% of consolidated revenues) for the year ended December 31, 2000 from 
$129.7 million (25.0% of consolidated revenues) for the year ended December 31, 1999. 


EBITDA from the Company’s international segment increased $13.3 million, or 180.7%, to 
$20.6 million (17.7% of international revenues) for the year ended December 31, 2000 from 
$7.3 million (23.2% of international revenues) for the year ended December 31, 1999. The Company 
acquired several foreign businesses in late 1999 and 2000, some of which had lower EBITDA margins 
than the rest of the Company’s international segment. The Company generally does not recognize 
anticipated synergies relating to acquisitions immediately. 


Consolidated depreciation and amortization expense increased $61.4 million, or 93.8%, to 
$126.8 million (12.9% of consolidated revenues) for the year ended December 31, 2000 from 
$65.4 million (12.6% of consolidated revenues) for the year ended December 31, 1999. The dollar 
increase was primarily attributable to the additional depreciation and amortization expense related to 
the 1999 and 2000 acquisitions, particularly the Pierce Leahy acquisition, and capital expenditures 
including racking systems, information systems and expansion of storage capacity in existing facilities. 


Stock option compensation expense represents a non-cash charge resulting from the acceleration of 
vesting and extension of exercise periods for previously granted stock options as a part of separation 
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agreements with certain executives relating to the Pierce Leahy merger. Stock option compensation 
expense was $15.1 million (1.6% of consolidated revenues) for the year ended December 31, 2000. 


Merger-related expenses are certain expenses directly related to the Company’s merger with Pierce 
Leahy that cannot be capitalized and include severance, relocation and pay-to-stay payments, costs of 
exiting certain facilities, system conversion costs and other transaction-related costs. Merger-related 
expenses were $9.1 million (0.9% of consolidated revenues) for the year ended December 31, 2000. 


As a result of the foregoing factors, consolidated operating income increased $41.8 million, or 
65.0%, to $106.0 million (10.7% of consolidated revenues) for the year ended December 31, 2000 from 
$64.2 million (12.4% of consolidated revenues) for the year ended December 31, 1999. 


Consolidated interest expense increased $63.6 million, or 116.8%, to $118.0 million for the year 
ended December 31, 2000 from $54.4 million for the year ended December 31, 1999. The increase was 
primarily attributable to increased indebtedness related to: (i) the debt assumed as a result of the 
Pierce Leahy acquisition; (ii) the financing of acquisitions and capital expenditures; (iii) the increase in 
the Company’s effective interest rate from the same period in 1999; and (iv)the debt refinancing of the 
Company on August 14, 2000, resulting in additional principal outstanding and additional commitment 
fees, which were only partially offset by interest earned on excess cash. 


Consolidated other income (expense) was an expense of $6.0 million for the year ended 
December 31, 2000 compared to income of $0.0 million for the year ended December 31, 1999. The 
increase in expense was primarily due to a weakening of the Canadian dollar against the U.S. dollar, as 
it relates to Iron Mountain Canada Corporation’s 8%% Senior Subordinated Notes due 2008, and a 
weakening of the British pound sterling against the U.S. dollar on intercompany balances with the 
Company’s European subsidiaries. 


As a result of the foregoing factors, consolidated income (loss) from continuing operations before 
provision for income taxes and minority interests decreased $27.8 million to a loss of $18.0 million 
(1.8% of consolidated revenues) for the year ended December 31, 2000 from income of $9.8 million 
(1.9% of consolidated revenues) for the year ended December 31, 1999. The provision for income taxes 
was $9.1 million for the year ended December 31, 2000 compared to $10.6 million for the year ended 
December 31, 1999. The Company’s effective tax rate is higher than statutory rates primarily due to the 
amortization of the nondeductible portion of goodwill associated with certain acquisitions (the tax laws 
generally permit deduction of such expenses for asset purchases, but not for acquisitions of stock). For 
the year ended December 31, 2000, the Company recorded approximately $35 million in nondeductible 
goodwill amortization expense. 


Consolidated loss from continuing operations increased $23.8 million to $24.9 million (2.5% of 
consolidated revenues) for the year ended December 31, 2000 from $1.1 million (0.2% of consolidated 
revenues) for the year ended December 31, 1999. 


In addition, in August 2000, the Company recorded an extraordinary charge of $2.9 million (net of 
tax benefit of $1.9 million) related to the early extinguishment of debt in conjunction with the 
refinancing of the Company’s senior credit facility. The charge primarily represented the write-off of 
unamortized deferred financing costs associated with the extinguished debt. 


As a result of the foregoing factors, consolidated net loss increased $13.6 million, or 95.7%, to 
$27.8 million (2.8% of consolidated revenues) for the year ended December 31, 2000 from 
$14.2 million (2.7% of consolidated revenues) for the year ended December 31, 1999. 


Year Ended December 31, 1999 Compared to Year Ended December 31, 1998 


Consolidated storage revenues increased $86.7 million, or 37.6%, to $317.4 million for the year 
ended December 31, 1999 from $230.7 million for the year ended December 31, 1998, primarily due to 


20 


the completion of 32 acquisitions during 1999 and 1998. Consolidated internal revenue growth was 
10.9% and resulted primarily from net increases in records and other media stored by existing 
customers and from sales to new customers. 


Consolidated service and storage material sales revenues increased $48.9 million, or 31.9%, to 
$202.2 million for the year ended December 31, 1999 from $153.3 million for the year ended 
December 31, 1998, primarily due to acquisitions. Internal revenue growth was 16.7% and resulted 
from increases in service and storage material sales to existing customers and the addition of new 
customer accounts. 


For the reasons discussed above, total consolidated revenues increased $135.6 million, or 35.3%, to 
$519.5 million for the year ended December 31, 1999 from $384.0 million for the year ended 
December 31, 1998. Total internal revenue growth was 13.2%. 


Consolidated cost of sales (excluding depreciation) increased $68.8 million, or 35.8%, to 
$260.9 million (50.2% of consolidated revenues) for the year ended December 31, 1999 from 
$192.1 million (50.0% of consolidated revenues) for the year ended December 31, 1998. The dollar 
increase was primarily attributable to the additional facility and personnel costs needed to service the 
increase in records and other media stored. 


Consolidated selling, general and administrative expenses increased $33.1 million, or 34.5%, to 
$128.9 million (24.8% of consolidated revenues) for the year ended December 31, 1999 from 
$95.9 million (25.0% of consolidated revenues) for the year ended December 31, 1998. The dollar 
increase is primarily attributable to: 


the adoption, effective January 1, 1999, of SOP 98-1, which requires certain computer software 
costs associated with internal use software (primarily data conversion costs) that were previously 
capitalizable to be expensed as incurred ($3.3 million in 1999); 


the addition of personnel and other overhead costs related primarily to the acquisitions of First 
American Records Management, Inc. and Data Base, Inc.; 


increased investment in sales and marketing to drive internal growth; and 


increased personnel, office and overhead costs to support growth. 


Consolidated depreciation and amortization expense increased $17.1 million, or 35.4%, to 
$65.4 million (12.6% of consolidated revenues) for the year ended December 31, 1999 from 
$48.3 million (12.6% of consolidated revenues) for the year ended December 31, 1998. The dollar 
increase is primarily attributable to the additional depreciation and amortization expense related to 
acquisitions and capital expenditures, including racking systems, information systems and expansion of 
storage capacity in existing facilities. 


As a result of the foregoing factors, consolidated operating income increased $16.6 million, or 
34.8%, to $64.2 million (12.4% of consolidated revenues) for the year ended December 31, 1999 from 
$47.7 million (12.4% of consolidated revenues) for the year ended December 31, 1998. 


Consolidated interest expense increased $8.8 million, or 19.2%, to $54.4 million for the year ended 
December 31, 1999 from $45.7 million for the year ended December 31, 1998. The increase was 
primarily attributable to increased indebtedness related to the financing of acquisitions and capital 
expenditures. Such increase was partially offset by lower effective interest rates for the year ended 
December 31, 1999 compared to the same period in 1998. 


As a result of the foregoing factors, consolidated income from continuing operations before the 
provision for income taxes and minority interest expense increased $6.5 million to income of 
$9.8 million (1.9% of consolidated revenues) for the year ended December 31, 1999 from income of 
$3.4 million (0.9% of consolidated revenues) for the year ended December 31, 1998. The provision for 
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income taxes was $10.6 million for the year ended December 31, 1999 compared to $6.6 million for the 
year ended December 31, 1998. The Company’s effective tax rate is higher than statutory rates 
primarily due to the amortization of the nondeductible portion of goodwill associated with particular 
acquisitions (the tax laws generally permit deduction of goodwill amortization for asset purchases, but 
not for acquisitions of stock). For the year ended December 31, 1999, the Company recorded 
approximately $15 million in nondeductible goodwill amortization expense. 


Consolidated net loss increased $11.3 million to a net loss of $14.2 million (2.7% of consolidated 
revenues) for the year ended December 31, 1999 from a consolidated net loss of $3.0 million (0.7% of 
consolidated revenues) for the year ended December 31, 1998. The increase in net loss is primarily due 
to the loss on sale of discontinued operations of $13.4 million. 


As a result of the foregoing factors, consolidated EBITDA from continuing operations increased 
$33.7 million, or 35.1%, to $129.7 million (25.0% of consolidated revenues) for the year ended 
December 31, 1999 from $96.0 million (25.0% of consolidated revenues) for the year ended 
December 31, 1998. 


Recent Consolidated Quarterly Financial Data 


The following table sets forth, for the quarterly periods indicated, information derived from the 
Company’s consolidated statements of operations. The unaudited quarterly information has been 
prepared on the same basis as the annual financial information and, in management’s opinion, includes 
all adjustments (consisting of normal recurring accruals) necessary to present fairly the information for 
the quarters presented. The operating results for any quarter are not necessarily indicative of results for 
the year or for any future period. 


Three Months Ended 
1999 2000 
Mar. 31 June 30 Sept. 30 ~—Dee. 31 Mar. 31 June 30 Sept. 30 Dec. 31 
(In thousands) 


Revenues: 
SLOTACE eo ae io acne toes $67,722 $79,928 $82,339 $87,398 $124,939 $148,445 $152,959 $159,321 
Service and Storage 
Material Sales ....... 41,649 51,837 54,568 54,108 87,198 104,120 103,174 106,215 
Total Revenues....... 109,371 131,765 136,907 141,506 212,137 252,565 256,133 265,536 


Operating Expenses: 
Cost of Sales (Excluding 


Depreciation) ........ 54,435 66,167 69,226 71,102 104,458 121,973 125,079 131,261 
Selling, General and 
Administrative ....... 27,875 32,938 33,381 34,754 53,457 64,724 63,783 64,595 
Depreciation and 
Amortization ........ 13,595 16,281 16,338 19,208 26,303 31,644 34,829 34,034 
Stock Option 
Compensation Expense . — 14,939 171 —_ 
Merger-Related Expenses . 516 3,875 1,262 3,480 
Total Operating 
Expenses ......... 95,905 115,386 118,945 125,064 184,734 237,155 225,124 233,370 
Operating Income ........ $13,466 $16,379 $17,962 $16,442 $ 27,403 $ 15,410 $ 31,009 $ 32,166 
EBITDA from Continuing 
Operations ........... $27,061 $32,660 $34,300 $35,650 $ 54,222 $ 65,868 $ 67,271 $ 69,680 
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Liquidity and Capital Resources 
Recent Financings and Sources of Funds 


On August 14, 2000, the Company entered into an amended and restated revolving credit 
agreement (the “Amended Credit Agreement”). The Amended Credit Agreement replaces the 
Company’s prior credit facility, increases the aggregate principal amount available to $750.0 million and 
includes two tranches of term debt in addition to the $400.0 million revolving credit facility. Tranches A 
and B represent term loans to the Company in principal amounts of $150.0 million and $200.0 million, 
respectively. The Tranche A term loan and the revolving credit component of the Amended Credit 
Agreement mature on January 31, 2005, while the Tranche B term loan matures on February 28, 2006. 
The interest rate on borrowings under the Amended Credit Agreement varies depending on the 
Company’s choice of base rates, plus an applicable margin. As of December 31, 2000, the interest rates 
in effect ranged from 8.72% to 11.25%. In December 2000, and again in January 2001, the Company 
entered into interest rate swap contracts for the interest payments on an aggregate principal amount of 
$195.5 million of the Tranche B debt, thereby fixing the interest rate thereon at 8.43%. Restrictive 
covenants under this agreement are similar to those under the Company’s prior credit facility. As of 
December 31, 2000, outstanding borrowings under the Company’s Tranche A and B term loans were 
$150.0 million and $199.8 million, respectively and borrowings under the Company’s revolving credit 
facility were $4 million. These borrowings were used to fund, among other things, the purchase price of 
recent acquisitions, general corporate expenses and merger costs. 


Net cash provided by financing activities was $172.4 million for the year ended December 31, 2000, 
consisting primarily of the proceeds from borrowings under the Company’s revolving credit facility of 
$399.2 million and term loans of $350.0 million, which were partially offset by repayments of debt of 
$596.7 million. 


As of December 31, 2000, the annual maturities of Iron Mountain’s indebtedness for the years 
ending December 31, 2001, 2002, 2003, 2004 and 2005 were $40.8 million, $8.5 million, $9.6 million, 
$4.9 million and $302.0 million, respectively. See Note 4 of Notes to Consolidated Financial Statements. 
None of the Company’s public debt is subject to scheduled mandatory redemption before 2006. 


As of March 1, 2001, the Company had approximately $1.4 billion of total debt, of which 
$1.2 billion, including the $195.5 million of debt subject to the interest rate swap agreements, had fixed 
interest rates and $0.2 billion had variable interest rates. 


Net cash provided by continuing operations was $157.6 million for the year ended December 31, 
2000 compared to $56.3 million for the same period in 1999. The increase was primarily attributable to 
the increase in EBITDA. The increase in the provision for doubtful accounts was primarily attributable 
to the increase in revenue due to internal growth as well as the Pierce Leahy and other acquisitions. 


At December 31, 2000, the Company had estimated net operating loss carryforwards of 
approximately $128.0 million for federal income tax purposes. As a result of such loss carryforwards, 
cash paid for income taxes has historically been substantially lower than the provision for income taxes. 
The preceding net operating loss carryforwards do not include potential preacquisition net operating 
loss carryforwards of Arcus Group, Inc. and certain other foreign acquisitions. Any tax benefit realized 
related to preacquisition net operating loss carryforwards will be recorded as a reduction of goodwill 
when, and if, realized. The Arcus Group carryforwards expire in eight years. 


Capital Investments 


As the Company has sought to increase its EBITDA, it has made significant capital investments, 
consisting primarily of: (i) acquisitions; (ii) the purchase and construction of real estate; (iii) other 
capital expenditures; and (iv) customer acquisition costs. These investments have been primarily funded 
through cash flows from operations and borrowings under the Company’s credit agreements. 


23 


Cash paid for acquisitions in 2000 was $140.9 million. In connection with the acquisition of Pierce 
Leahy, the Company issued 18.8 million shares of its Common Stock with a fair value of $421.2 million. 


During 2000, total capital expenditures were $168.7 million. A significant portion of the Company’s 
capital expenditures are related to growth and consist primarily of racking systems, management 
information systems, new buildings and expansion of storage capacity in existing facilities. 
Approximately 10% of the capital expenditures were expended in order to maintain the Company’s 
then current revenue stream. 


The Company currently estimates that its capital expenditures (other than capital expenditures 
related to future acquisitions, which cannot be presently estimated, and the Company’s digital services 
offerings, which are described separately below) for 2001 will be approximately $175 to $200 million. 
The Company expects to fund these expenditures with cash flows from operations and borrowings 
under the Amended Credit Agreement. 


In addition, the Company incurred costs (net of revenues received for the initial transfer of 
records) related to the acquisition of large volume accounts. In 2000, the Company’s additions to 
customer acquisition costs were $12.8 million. 


The Company has begun to assess opportunities in the digital storage business driven by 
e-commerce and facilitated by the Internet. Services associated with this business would expand the 
Company’s range of services into the use of the Internet to facilitate the backup and storage of 
customer data. In 2000, the Company entered into two strategic alliances to jointly develop, market and 
sell new products and services for electronic data archiving business. The Company estimates that 
expenses associated with the continuing development and initial market testing phase of its digital 
service offerings will be in the range of $3 million to $5 million. In addition, the Company expects the 
capital expenditures associated with this phase, which is expected to continue into the second half of 
2001, to be in the range of $7 million to $10 million. The Company intends to fund this effort with 
cash flows from operations and borrowings under the Amended Credit Agreement. 


Acquisitions 


The Company’s liquidity and capital resources may be significantly impacted by the Company’s 
acquisition strategy in the foreseeable future. The Company’s future interest expense may increase 
significantly as a result of the additional indebtedness it may incur to finance possible future 
acquisitions. To the extent that future acquisitions are financed by additional borrowings under the 
Amended Credit Agreement or other credit facilities, or the future issuance of debt securities, the 
resulting increase in debt and interest expense could have a negative effect on such measures of 
liquidity as the ratio of debt to equity, EBITDA to debt and EBITDA to interest expense. 


The Company has historically financed the cash portion of its acquisitions with borrowings under 
its credit agreements in conjunction with cash flows provided by operations and with the net proceeds 
of issuances of debt securities and common stock. 


In connection with its acquisition program, the Company has undertaken certain restructurings of 
the acquired businesses. Formalized restructuring plans for acquisitions are completed within one year 
of the date of acquisition. The restructuring activities include reductions in staffing levels, elimination 
of duplicate facilities and other costs associated with exiting certain activities of the acquired businesses. 
In connection with these restructuring activities, the Company established reserves of $31.4 million in 
2000 as part of the purchase accounting for its acquisitions. During 2000, the Company expended 
$7.5 million for restructuring costs. In addition, the Company made $4.7 million of adjustments, which 
reduced goodwill, primarily as a result of management’s finalizing restructuring plans within one year of 
acquisition. These expenditures consisted primarily of severance costs and costs related to exiting 
facilities. At December 31, 2000, the Company had a total of $28.5 million accrued for restructuring 
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costs for all of its then completed acquisitions. See Note 6 of Notes to Consolidated Financial 
Statements. 


From January 1, 2001 through March 1, 2001, the Company and its European and Latin American 
subsidiaries acquired six additional businesses for aggregate consideration of approximately $41 million. 


Pierce Leahy/ Iron Mountain Integration 


The Company is currently in the process of integrating the operations and headquarters functions 
of Iron Mountain and Pierce Leahy on a “best practices” basis. This process includes the planning, 
development and execution of an integration plan. During 2000, the Company completed the 
integration of sales, overhead and support functions, and began to combine field operations, with the 
goal of full integration within three years after the merger. Management’s current estimate is that the 
merger-related expenses to integrate the two companies, the majority of which have been and will be 
incurred in 2000 and 2001, will total approximately $15 million. These costs consist primarily of 
severance and relocation payments to certain employees, transition bonuses, consultants’ fees, 
reimaging expenses and system conversion costs. The Company recorded merger-related expenses of 
$9.1 million during 2000. As a result of the integration effort, management expects that the Company 
will realize an estimated $15 million in annual operating cost savings within three years after the 
merger. These cost savings will result primarily from the elimination of redundant corporate expenses, 
more efficient operations and utilization of real estate. The Company intends to fund the integration 
effort with cash flows from operations and borrowings under the Amended Credit Agreement. 


Future Capital Needs 


The Company’s primary financial objective continues to be to increase consolidated EBITDA, 
which is a source of funds for investment in continued growth and to service indebtedness. The 
Company’s ability to generate sufficient cash to fund its needs depends generally on the results of its 
operations and the availability of financing. Management believes that cash flows from operations in 
conjunction with borrowings from existing and possible future debt financings will be sufficient to meet 
debt service requirements for the foreseeable future and to make possible future acquisitions and 
capital expenditures. However, there can be no assurance in this regard or that the terms available for 
any future financing, if required, would be favorable to the Company. 


Seasonality 


Historically, the Company’s businesses have not been subject to seasonality in any material respect. 


Inflation 


Certain of the Company’s expenses, such as wages and benefits, occupancy costs and equipment 
repair and replacement, are subject to normal inflationary pressures. Although the Company to date 
has been able to offset inflationary cost increases through increased operating efficiencies and the 
negotiation of favorable long-term real estate leases, the Company cannot assure that it will be able to 
offset any future inflationary cost increases through similar efficiencies, leases or increased storage or 
service charges. 


Foreign Currency Exchange Rates 


The Company generally views its investment in foreign businesses with a functional currency other 
than the Company’s reporting currency as long-term. These investments are sensitive to fluctuations in 
foreign currency exchange rates. The functional currencies of the Company’s foreign subsidiaries are 
principally denominated in Canadian dollars, British pounds sterling and several other European and 
Latin American currencies. The effect of a change in foreign exchange rates on the Company’s net 
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investment in foreign subsidiaries is reflected in the “Accumulated other comprehensive items” 
component of shareholders’ equity. A 10% depreciation in year-end 2000 functional currencies, relative 
to the U.S. dollar, would result in a $2.9 million reduction in the Company’s shareholders’ equity. 


Item 7A. Quantitative and Qualitative Disclosure About Market Risk. 


In December 2000, the Company entered into a derivative financial contract, which is a 
variable-for-fixed swap of interest payments payable on the last two principal payments of the 
Company’s Tranche B term loan. 


Iron Mountain’s investments in Iron Mountain Europe Limited, Iron Mountain South 
America, Ltd. and other international investments may be subject to risks and uncertainties relating to 
fluctuations in currency valuation. One of the Company’s Canadian subsidiaries, Iron Mountain Canada 
Corporation, has U.S. dollar denominated debt. Gains and losses due to exchange rate fluctuations 
related to this debt are recognized in the Company’s consolidated statements of operations. 


As of December 31, 2000, the Company had approximately $378 million of debt outstanding with a 
weighted average variable interest rate of 9.05% and approximately $977 million of fixed rate debt 
outstanding. If the weighted average variable interest rate had increased by 1%, such increase would 
have had a negative impact on the Company’s net income for the year ended December 31, 2000 of 
approximately $3.0 million. See Note 4 of Notes to Consolidated Financial Statements for a discussion 
of the Company’s long-term indebtedness, including the fair values of such indebtedness as of 
December 31, 2000. 


Item 8. Financial Statements and Supplementary Data. 


See Item 14(a). 


Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure. 


None. 
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PART III 
Item 10. Directors and Executive Officers of the Registrant. 


The Directors and executive officers of the Company are as follows (all information is as of 
March 12, 2001): 


Names of Directors and Executive Officers Age Position 

C. Richard Reese(1).................0.. 55 Chairman of the Board of Directors, Chief 
Executive Officer and President 

John F. Kenny, Jr. 2... 2. ee eee eee 43 Executive Vice President, Chief Financial 
Officer and Director 

Harold E. Ebbighausen.................. 46 Executive Vice President of the Company and 
President of Arcus Data Security, Inc. 

Robert G. Miller .................2-04. 44 President and Chief Operating Officer of Iron 
Mountain Records Management, Inc. 

Clarke H. Bailey(1)(3) .................. 46 Director 

Constantin R. Boden(2)(3) ............... 64 Director 

Kent P. Dauten(2) ................0..0.. 45 Director 

Eugene B. Doggett.................0008. 64 Director 

B. Thomas Golisano ...............-004- 59 Director 

Arthur D. Little(2)(3)..............0000. 57 Director 

Ji Peter: Pierce® 3, va scsos ee, hoe eas alesis 55 Director 

Howard D. Ross............. 2.000 ee eee 49 Director 

Vincent J. Ryan(1)(3) ...............00.0. 65 Director 


(1) Member of the Executive Committee; Mr. Ryan is the Chairman of the Executive Committee. 
(2) Member of the Audit Committee; Mr. Boden is the Chairman of the Audit Committee. 


(3) Member of the Compensation Committee; Mr. Little is the Chairman of the Compensation 
Committee. 


The Company Board currently consists of eleven Directors. There are three classes of Directors 
who serve for three year terms and are elected on a staggered basis, one class of Directors standing for 
election each year. Directors of each class hold office until the third annual meeting of the 
shareholders of the Company following their election or until their successors are elected and qualified. 


The executive officers were elected by the Board of Directors on June 1, 2000 except for individual 
changes since that date. All executive officers hold office at the discretion of the Company Board until 
the first meeting following the next annual meeting of shareholders and until their successors are 
chosen and qualified. 
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Directors and Executive Officers 


C. Richard Reese is the Chairman of the Board, a position he has held since November 1995, and 
the Chief Executive Officer of the Company, a position he has held since 1981, and has been a 
Director of the Company since 1990. He is also President of the Company, a position he has held since 
J. Peter Pierce’s resignation in June 2000 and previously held from 1981 until November 1985. 
Mr. Reese is a member of the investment committee of Schooner Capital LLC (“Schooner’’), a 
shareholder of the Company. Prior to joining Iron Mountain, Mr. Reese lectured at Harvard Business 
School in “Entrepreneurship” and provided consulting services to small- and medium-sized emerging 
enterprises. Mr. Reese has also served as the President and a Director of Professional Records and 
Information Services Management (“PRISM”), a trade group of approximately 530 members. He holds 
a Master of Business Administration degree from Harvard Business School. 


John F. Kenny, Jr is an Executive Vice President and the Chief Financial Officer of the Company, 
positions he has held since May 1997. He has also served as a Director of the Company since 
March 2000. Mr. Kenny joined Iron Mountain in 1991 and held a number of operating positions before 
assuming the position of Vice President of Corporate Development in 1995. Prior to 1991, Mr. Kenny 
was a Vice President of CS First Boston Merchant Bank, New York, with responsibility for risk capital 
investments. Mr. Kenny has also served as a Director and the Treasurer of PRISM. He holds a Master 
of Business Administration degree from Harvard Business School. 


Harold E. Ebbighausen is an Executive Vice President of the Company and the President of Arcus 
Data Security, Inc., a subsidiary of the Company. Mr. Ebbighausen has been an Executive Vice 
President of the Company since May 1998, and has been the President of Arcus Data Security, Inc. 
since July 1998. Mr. Ebbighausen was a Vice President of Data Security Services of Iron Mountain 
from September 1996 through June 1997. Prior to joining Iron Mountain, Mr. Ebbighausen was Vice 
President of Data Management Services with INSCI Corporation, a software provider for computer 
output and data storage solutions to optical and CD technology. Previously, he held a number of field 
management positions with Anacomp, Inc., a service bureau provider in the micrographics industry. 


Robert G. Miller was appointed the President of Iron Mountain Records Management, Inc., a 
subsidiary of the Company, on March 12, 2001 and has served as the Chief Operating Officer of Iron 
Mountain Records Management, Inc. since July 2000. Prior to July, 2000 Mr. Miller was an Executive 
Vice President of Iron Mountain Records Management, Inc., a position that he had held since 
December 1996. Mr. Miller joined Iron Mountain in 1988 and held various positions including District 
Manager from 1988 through 1991 and Regional Vice President from 1991 through 1996. Prior to 1988, 
Mr. Miller was employed as a District Manager at Bell & Howell Records Management Company. 


Clarke H. Bailey is a Director of the Company, a position he has held since January 1998. He is 
Co-Chairman and Director of Highgate Capital LLC, a private equity firm, and Chairman, Chief 
Executive Officer and a Director of ShipXact.com, Inc., a private fulfillment and distribution company. 
Mr. Bailey also serves as Chairman and a Director of Glenayre Technologies, Inc., a manufacturing 
company in the wireless communications industry. Mr. Bailey was the Chairman and Chief Executive 
Officer of each of Arcus Group, Inc., United Acquisition Company and Arcus Technology Services, Inc. 
from 1995 until their acquisition by Iron Mountain in January 1998. He is also a Director of 
Connectivity Technologies Inc., Swiss Army Brands, Inc. and SWWT, Inc. (formerly known as 
Sweetwater, Inc.). He holds a Master of Business Administration degree from The Wharton School, 
University of Pennsylvania. 


Constantin R. Boden is a Director of the Company, a position he has held since December 1990. 
Mr. Boden is the principal of Boden Partners LLC and chairman of the advisory board of Boston 
Capital Ventures, a risk capital concern. For 34 years, until January 1995, Mr. Boden was employed by 
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The First National Bank of Boston, most recently as Executive Vice President, International Banking. 
He holds a Master of Business Administration degree from Harvard Business School. 


Kent P. Dauten is a Director of the Company, a position he has held since November 1997. He also 
serves as President of Keystone Capital, Inc., a management and consulting advisory service firm, a 
position he has held since March 1994. In February 1995, Mr. Dauten founded HIMSCORRP, Inc. 

(d/b/a Records Masters) and served as its President until its acquisition by Iron Mountain in 
November 1997. Mr. Dauten currently serves as a Director of Health Management Associates, Inc., a 
hospital management firm. Mr. Dauten holds a Master of Business Administration degree from 
Harvard Business School. 


Eugene B. Doggett is a Director of the Company, a position he has held since 1990. From 1987 
until May 1997, Mr. Doggett was the Chief Financial Officer of Iron Mountain, and from 1990 until 
May 1998, Mr. Doggett was an Executive Vice President of Iron Mountain. Mr. Doggett is also a 
Director of Mac-Gray Corporation, a publicly held supplier of card and coin-operated laundry services 
in multiple housing facilities. Prior to joining Iron Mountain, he had extensive experience in 
commercial and investment banking, as well as financial and general management experience at senior 
levels. He holds a Master of Business Administration degree from Harvard Business School. 


B. Thomas Golisano is a Director of the Company, a position he has held since June 1997. 
Mr. Golisano was Chairman of Safesite Records Management Corporation until its acquisition by Iron 
Mountain in June 1997. He founded Paychex Inc., a publicly held, national payroll service company, in 
1971 and serves as its Chairman, President and Chief Executive Officer. Mr. Golisano serves on the 
Board of Trustees of Rochester Institute of Technology and on the boards of several privately held 
companies. He has also served on the boards of numerous non-profit organizations and is the founder 
of the B. Thomas Golisano Foundation. 


Arthur D. Little is a Director of the Company, a position he has held since November 1995. 
Mr. Little is a principal of A & J Acquisition Company, Inc., which he founded in 1996. Prior to that, 
he was Managing Director of and also a partner in Narragansett Capital, Inc., a private investment 
firm. He holds a Bachelor of Arts degree in history from Stanford University. 


J. Peter Pierce is a Director of the Company, a position he has held since February 2000. From 
February 1, 2000 until his resignation in June 2000, he was also the President of the Company. Prior to 
the merger with Pierce Leahy, Mr. Pierce had been the President and Chief Executive Officer of Pierce 
Leahy since 1995, and a Director of Pierce Leahy since the early 1970s. Mr. Pierce is the Chairman and 
Chief Executive Officer of Telespectrum Worldwide, Inc., a publicly held teleservices company. 

Mr. Pierce is also the founder and principal partner in Pioneer Capital L.P., a venture capital company. 
Mr. Pierce attended the University of Pennsylvania and served in the United States Marine Corps. 


Howard D. Ross is a Director of the Company, a position he has held since February 2000. In 1999, 
Mr. Ross was involved in the formation, and is currently a partner, of LLR Equity Partners, L.P.,, a 
venture capital fund. From 1984 to October 1999, he was a partner at Arthur Andersen LLP. He is also 
a Director of PRWW, Ltd., a provider of clinical testing and software services primarily to the 
pharmaceutical industry, and of VerticalNet, Inc., a provider of e-commerce solutions to businesses in 
various vertical markets. Mr. Ross holds a Bachelor of Science degree in economics from The Wharton 
School, University of Pennsylvania, and is a certified public accountant. 


Vincent J. Ryan is a Director of the Company, a position he has held for over ten years. Mr. Ryan 
is the founder of Schooner and its predecessor, Schooner Capital Corporation. Mr. Ryan has served as 
the Chairman and Chief Executive Officer of Schooner since 1971, and as its President from 1971 to 
1985 and from 1996 to 1999. Prior to November 1995, Mr. Ryan served as Chairman of the Iron 
Mountain Board of Directors. 
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Section 16(a) Beneficial Ownership Reporting Compliance 


Section 16(a) of the Securities Exchange Act of 1934 requires that the Company’s executive 
officers, Directors and persons who own more than ten percent of a registered class of the Company’s 
equity securities file reports of ownership on Form 3 and changes in ownership on Form 4 or 5 with 
the Securities and Exchange Commission (the “Commission’’). Such executive officers, Directors and 
ten percent shareholders are also required by Commission rules to furnish to the Company copies of all 
Section 16(a) reports that they file. Based solely on its review of the copies of such forms received by 
it, or written representations from certain reporting persons that they were not required to file a 
Form 5, the Company believes that, during the fiscal year ended December 31, 2000, the executive 
officers, Directors and ten percent shareholders of the Company complied with all Section 16(a) filing 
requirements applicable to such persons. 


Item 11. Executive Compensation. 


The following table provides certain information concerning compensation earned by the Chief 
Executive Officer and the other four most highly compensated executive officers of the Company 
measured as of December 31, 2000 (the “Named Executive Officers’). 


Summary Compensation Table 


Long-Term 
Compensation 
Number of 
é Sh; 
Annual Compensation —Q¢her Annual Underlying All Other 

Name and Principal Position Year Salary Bonus Compensation Options Compensation(1) 
C. Richard Reese........... 2000 $428,366 (2) 0 0 $ 3,400 

Chairman of the Board and 1999 $358,000 $250,000 0 0 $ 3,200 

Chief Executive Officer 1998 $308,538 $190,000 0 0 $ 4,000 
John F. Kenny, Jr. .......... 2000 $257,019 (2) 0 0 $ 3,400 

Executive Vice President and 1999 $218,300 $153,000 0 26,765 $ 3,200 

Chief Financial Officer 1998 $192,788 $135,000 0 0 $ 2,400 
Harold E. Ebbighausen ...... 2000 $210,385 (2) 0 0 B> . 33199 

President of Arcus Data 1999 $193,300 $ 80,000 0 35,690 $ 3,200 

Security, Inc. 1998 $148,269 $110,000 0 0 $ 2,400 
Robert G. Miller ........... 2000 $209,423 (2) $74,897 38,663 $ 3,051 

President and Chief Operating 1999 $153,500 $ 61,400 0 11,150 $ ©2983 

Officer of Iron Mountain 1998 $137,846 $ 27,570 0 0 $ 3,446 

Records Management, Inc. 
J. Peter Pierce(3)........... 2000 $137,500 — 0 5,740 $1,291,763(4) 

President 1999 — — — — — 

1998 = —_ = = = 


(1) Reflects the Company’s matching contribution to The Iron Mountain Companies 401(k) Plan and 
The Iron Mountain Profit Sharing/401(k) Plan for each individual. Amounts shown for 2000 are 
estimated maximum contributions; the final contributions have not yet been calculated. 

(2) The Compensation Committee has not yet met with respect to year 2000 bonuses and accordingly 
those amounts have not yet been determined. 

(3) Mr. Pierce, who became an employee and President of the Company following the merger of Iron 
Mountain and Pierce Leahy in February 2000, resigned from that office effective June 30, 2000, 
and is no longer an executive officer of the Company. 

(4) Includes the estimated 401(k) contribution of $2,180 and the severance payment of $1,289,583 
based on Mr. Pierce’s employment agreement. 
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The following table sets forth certain information concerning the grant of options to purchase 
Company common stock to the Named Executive Officers during the year ended December 31, 2000. 


Option Grants in 2000 


Potential Realizable Value 
At Assumed Annual Rates 


Number of _ Percent of Total of Stock Price 


Securities Options she , 
Underlying Granted to Exercise Ap ee Ae Option 
Options Employees in Price Expiration neon 
Name and Principal Position Granted Fiscal Year 2000 ($/Sh) Date 5% 10% 
Robert G. Miller. ........... 23,682 4.23% $33.781 4/24/2010 $1,303,126 $2,075,017 
President and Chief Operating 14,981 2.67% $33.375 11/15/2010 $ 814,427 $1,296,845 
Officer of Iron Mountain 
Records Management, Inc. 
J. Peter Pierce(2)............ 5,740 1.02% $33.875 7/2/2010 $ 316,727 $ 504,334 


President 


(1) Potential Realizable Value is based on the assumed growth rates for an assumed ten-year option term. Five 
percent annual growth results in a Common Stock price per share of $55.026, $54.364 and $55.179, and ten 
percent annual growth results in a Common Stock price per share of $87.620, $86.566 and $87.863, 
respectively, for such term. The actual value, if any, an executive may realize will depend on the excess of the 
market price of the Common Stock over the exercise price on the date the option is exercised. There is no 
assurance that the value realized by an executive will be at or near the amounts reflected in this table. 


(2) Mr. Pierce, who became President of the Company following the merger of Iron Mountain and Pierce Leahy, 
resigned from that office effective June 30, 2000, and is no longer an executive officer of the Company. 


The following table sets forth certain information with respect to stock options during the year 
ended December 31, 2000 exercised by, and the unexercised options to purchase common stock held 
by, the Named Executive Officers. 


Aggregate Option Exercises in Last Fiscal Year and Fiscal Year End Option Values 


Number of Unexercised Value of Unexercised In-the- 
Options at Money-Options at 
Shares Acquired Value December 31, 2000(1) December 31, 2000 
Name and Principal Position On Exercise Realized Exercisable Unexercisable Exercisable | Unexercisable 
John F Kenny, Jr ........ 0 0 214,213 96,932 $4,715,378 $1,381,993 


Executive Vice President, 
Chief Financial Officer 


Harold E. Ebbighausen .... 0 0 33,259 39,216 $ 446,287 $ 261,575 
President of Arcus Data 
Security Inc. 


Robert G. Miller ......... 0 0 39,736 54,624 $1,046,893  $ 338,227 
President and Chief 
Operating Officer of Iron 
Mountain Records 
Management, Inc. 


J. Peter Pierce(2)......... 0 0 478 5,262 $ 1,404 $ 15,457 
President 


(1) Based on a year-end value of $36.8125 per share, less the exercise price. 


(2) Mr. Pierce, who became President of the Company following the merger of Iron Mountain and Pierce Leahy, 
resigned from that office effective June 30, 2000, and is no longer an executive officer of the Company. 
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Director Compensation 


Directors who are employees of the Company do not receive additional compensation for serving 
as Directors. Each Director who is not an employee of the Company receives an annual retainer fee of 
$12,000 as compensation for his or her services as a member of the Company Board and $500 for 
attendance at committee meetings ($1,000 per meeting for the Chairman of the committee). In 
addition, the Company has a program by which it grants its nonemployee Directors options to purchase 
$200,000 of the Company’s Common Stock every three years. Each option is granted under the Iron 
Mountain Incorporated 1995 Stock Incentive Plan or the Iron Mountain Incorporated 1997 Stock 
Option Plan (the “Stock Incentive Plan” and the “Stock Option Plan,” respectively), has an exercise 
price equal to fair market value (as defined in the Stock Incentive Plan or the Stock Option Plan, as 
applicable) on the date of grant, vests in equal amounts over a period of three years and has a ten year 
term. All Directors are reimbursed for out-of-pocket expenses incurred in attending meetings of the 
Company Board or committees thereof, and for other expenses incurred in their capacities as Directors. 


The Company paid a total of $96,000 in cash for Directors fees in respect of services for 2000. 


Employment Contracts, Termination of Employment and Change of Control Arrangement 


The Stock Incentive Plan provides for acceleration of the vesting of options and stock appreciation 
rights (“SARs”) if the Company or any wholly owned subsidiary of the Company is a party to a merger 
or consolidation (whether or not the Company is the surviving corporation) in any transaction or series 
of related transactions and there is a “Limited Change of Control’ of the Company. A Limited Change 
of Control occurs if after the merger or consolidation (a) individuals who immediately prior to the 
merger or consolidation served as members of the Company Board no longer constitute a majority of 
the Company Board or the board of directors of the surviving corporation and (b) the voting securities 
of the Company outstanding immediately prior to the merger or consolidation do not represent (either 
by remaining outstanding or upon conversion into securities of the surviving corporation) more than 
50% of the voting power of the securities of the Company or the surviving corporation immediately 
after the merger or consolidation. 


As part of the merger with Pierce Leahy, Iron Mountain entered into a four year employment 
agreement with J. Peter Pierce. Under the agreement, Mr. Pierce was to serve as the Company’s 
President. In connection with Mr. Pierce’s resignation as President, Iron Mountain and Mr. Pierce 
amended the employment agreement and, in lieu of the payments and benefits provided for in the 
employment agreement, Mr. Pierce received severance pay at the annual rate of $325,000 through 
December 31, 2000 and a payment of $1,127,083. All payments owed to Mr. Pierce pursuant to the 
employment agreement, as amended, have been paid in full. Mr. Pierce is subject to customary 
confidentiality and noncompetition agreements as part of the employment agreement. 


Compensation Committee Interlocks and Insider Participation 


The Compensation Committee of the Company Board consists of Mr. Little, who is the Chairman, 
and Messrs. Boden, Ryan and Bailey. Mr. Ryan is the Chairman of the Board and principal 
shareholder of Schooner Capital Trust. See “Item 13. Certain Relationships and Related Transactions.” 
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Item 12. Security Ownership of Certain Beneficial Owners and Management 


The following table sets forth certain information known to us with respect to beneficial ownership 
of Common Stock by (i) each Director, (ii) the Named Executive Officers, (iii) all Directors and 
Named Executive Officers of the Company as a group and (iv) each shareholder known by us to be the 
beneficial owner of more than five percent of the Common Stock. Such information is presented as of 
March 1, 2001, except as otherwise indicated. 


Amount of Beneficial 


Ownership(1) 
Name Shares Percent Owned 
Directors and Executive Officers 
C..Richard: Reese(2) 23 5.sistew ch hale ad sn baile at Vola eid wh aiete 1,689,458 3.0% 
Jolin Fe Kentiy;: I2.(3))s. <5 sce ss ctehcsrae sect a ole: B08 ae aR oats a dees Dae Rees Saar Bese 238,670 7 
Harold E. Ebbighausen(4)............ 0.0.0... 00000000 34,386 is 
Robert: G, -Miller(S) 225; 2. 82.30 gp tal aes ie ant) BS ew aea eed Cale sls eo Aas 51,514 7 
Clarke: H... Bailey(6) i.03.4:sie dss a Aes sue Bae be Ae wi oat tele eas 60,371 
Constantin R. Boden(7) ........ 0.0.0.0 ee eee 37,220 * 
Kent-P.. Dauiten(8)iec03 suetihe ac ede dsl tote ailib eee deasledee cee Hide S 1,265,127 2.3% 
Eugene B. Doggett(9).......... 0.000.000. 2c 18,400 * 
B. Thomas Golisano(10) ........... 0.0.00... 0. eee eee ee eee eee 1,243,440 2.2% 
Js-Peter Pierce (11): sesie aces c lated eg eee tae 8 rac Rea eialis ase tae tb ae ha Bo 5,805,611 10.5% 
Arthur: De Little (12) 3 cst cess conten el a. acsdsate ene gilt osd sen ane & Basten Scent Baesd por 44,665 % 
Howard: Dy Ross(13) 20.5 2.6 su0% 2.4, 24a seed Mea eat fouls adie sacs 2,200 . 
Vincent J. Ryan(14) ..... eee ee eee 5,102,025 9.2% 
All Directors and executive officers as a group (13 persons)(15) ........ 14,718,838 26.5% 
Five Percent Shareholders 
Thomas W. Smith(16) ............ 0.0.0... 0.000... 3,858,673 7.0% 
Thomas N..Tryforos(17)) co. 0s seh eee BE es ee ae 3,105,391 5.6% 
T. Rowe Price Associates, Inc.(18) .. 1.2.20... 0.2 eee 3,924,220 71% 


* Less than 1% 


(1) 


(2) 


Except as otherwise indicated, the persons named in the table above have sole voting and 
investment power with respect to all shares of Common Stock shown as beneficially owned by 
them. 


Mr. Reese is a Director, Chairman of the Board, Chief Executive Officer and President of the 
Company. Includes 25,164 shares of Common Stock held in trusts for the benefit of Mr. Reese’s 
children, as to which Mr. Reese disclaims beneficial ownership. Also includes 874,249 shares of 
Common Stock as to which Mr. Reese shares beneficial ownership with Schooner Capital LLC 
(“Schooner”) as a result of a 1988 deferred compensation arrangement, as amended, between 
Schooner and Mr. Reese relating to Mr. Reese’s former services as President of the predecessor 
corporation to Schooner. Pursuant to such arrangement, upon the earlier to occur of 

(i) Schooner’s sale or exchange of substantially all of the shares of Common Stock held by 
Schooner or (ii) the cessation of Mr. Reese’s employment with the Company, Schooner is 
required to transfer such shares of Common Stock to Mr. Reese or remit to Mr. Reese cash in an 
amount equal to the then current fair market value of such shares of Common Stock. Schooner 
has agreed to vote the shares of Common Stock subject to such arrangement at the direction of 
Mr. Reese. 
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(3) Mr. Kenny is the Executive Vice President, Chief Financial Officer and a Director of the 
Company. Includes 226,427 shares that Mr. Kenny has the right to acquire pursuant to currently 
exercisable options. 


(4) Mr. Ebbighausen is the President of Arcus Data Security, Inc. Includes 33,260 shares that 
Mr. Ebbighausen has the right to acquire pursuant to currently exercisable options. 


(5) Mr. Miller is the President and Chief Operating Officer of the Iron Mountain Records 
Management, Inc. All 51,514 shares are shares that Mr. Miller has the right to acquire pursuant to 
currently exercisable options. 


(6) Mr. Bailey is a Director of the Company. Includes 5,900 shares that Mr. Bailey has the right to 
acquire pursuant to currently exercisable options. 


(7) Mr. Boden is a Director of the Company. Includes 5,900 shares that Mr. Boden has the right to 
acquire pursuant to currently exercisable options. 


(8) Mr. Dauten is a Director of the Company. Includes 5,900 shares that Mr. Dauten has the right to 
acquire pursuant to currently exercisable options. 


(9) Mr. Doggett is a Director of the Company. Includes 5,900 shares that Mr. Doggett has the right 
to acquire pursuant to currently exercisable options. 


(10) Mr. Golisano is a Director of the Company. Includes 11,327 shares that Mr. Golisano has the 
right to acquire pursuant to currently exercisable options. 


(11) The information is presented as of December 31, 2000, and is based on a Schedule 13G filed with 
the Commission on February 14, 2001. Mr. Pierce is a Director of the Company. Includes 1,435 
shares that Mr. Pierce has the right to acquire pursuant to currently exercisable options. Also 
includes 5,786,026 shares held in a voting trust pursuant to a Voting Trust Agreement dated 
June 24, 1997 (as amended or restated from time to time, the “Voting Trust’’). Mr. Pierce, as sole 
trustee of the Voting Trust holds the power to vote the shares held in the Voting Trust. The 
beneficial owners of the interests in the Voting Trust have the right to dispose of the shares to 
which they have beneficial interests. In addition to the 928,401 shares owned directly by 
Mr. Pierce that are held in the Voting Trust, Mr. Pierce directly owns 18,150 shares that are not 
subject to the Voting Trust. Mr. Pierce’s address is 209 West Lancaster Avenue, Suite 101, Paoli, 
Pennsylvania 19301. 


(12) Mr. Little is a Director of the Company. Includes 37,500 shares held by The Little Family Trust, as 
to which Mr. Little disclaims beneficial ownership, as well as 5,900 shares that Mr. Little has the 
right to acquire pursuant to currently exercisable options. 


(13) Mr. Ross is a Director of the Company. All 2,200 shares are shares that Mr. Ross has the right to 
acquire pursuant to currently exercisable options. 


(14) Mr. Ryan is a Director of the Company. Includes 5,900 shares that Mr. Ryan has the right to 
acquire pursuant to currently exercisable options. Also includes (i) 2,736,076 shares of Common 
Stock held by Schooner, as to which Mr. Ryan has sole voting power and investment power as the 
Chairman of the Board of Schooner and the principal stockholder of Schooner Capital Trust, the 
sole member of Schooner; (ii) 6,000 shares held in a trust for the benefit of Mr. Ryan’s heirs, as 
to which Mr. Ryan disclaims beneficial ownership except to the extent of his pecuniary interest 
therein; and (iii) 55,500 shares held by The Schooner Foundation as to which Mr. Ryan disclaims 
beneficial ownership. Mr. Ryan’s address is c/o Schooner Capital LLC, 745 Atlantic Avenue, 
Boston, Massachusetts 02111. 


(15) Includes 361,563 shares that Directors and executive officers have the right to acquire pursuant to 
currently exercisable options. 
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(16) This information is presented as of December 31, 2000, and is based solely on a Schedule 13G 
filed with the Commission on February 14, 2001. Mr. Smith has sole voting and dispositive power 
over 777,033 shares and has shared voting and dispositive power over 3,081,640 shares with 
Mr. Tryforos. The address of Mr. Smith is 323 Railroad Avenue, Greenwich, Connecticut 06830. 


(17) This information is presented as of December 31, 2000, and is based solely on a Schedule 13G 
filed with the Commission on February 14, 2001. Mr. Tryforos has sole voting and dispositive 
power over 23,751 shares and has shared voting and dispositive power over 3,081,640 shares with 
Mr. Smith. The address of Mr. Tryforos is 323 Railroad Avenue, Greenwich, Connecticut 06830. 


(18) This information is presented as of December 31, 2000, and is based solely on a Schedule 13G 
filed with the Commission on February 8, 2001. These securities are owned by various individual 
and institutional investors for which T. Rowe Price Associates, Inc. (“Price Associates”) serves as 
independent advisor with power to direct investments and/or sole power to vote the securities. 
Price Associates has sole voting power over 781,500 shares and sole dispositive power over 
3,924,220 shares, but disclaims beneficial ownership as to all of these shares. The address of 
T. Rowe Price Associates, Inc. is 100 E. Pratt Street, Baltimore, Maryland 21202. 


Item 13. Certain Relationships and Related Transactions. 
Real Estate Transactions 


Schooner leases space from the Company at the Company’s corporate headquarters. Vincent J. 
Ryan, a Director of the Company, is the Chairman and Chief Executive Officer of Schooner. Such 
lease is a tenancy-at-will and may be terminated by either the Company or by Schooner at any time. As 
consideration for such lease, Schooner pays rent to the Company based on its pro rata share of all 
expenses related to the use and occupancy of the premises. The rent paid by Schooner to the Company 
under such lease was approximately $96,000 in the year ended December 31, 2000, and Schooner 
currently pays annual rent of approximately $101,000. The Company believes that the terms of this 
lease are no less favorable to it than would have been negotiated with an unrelated third party. 


The Company leases from three separate limited partnerships certain of its facilities in Suffield, 
Connecticut, Orlando, Florida and Charlotte, North Carolina. J. Peter Pierce, a Director of the 
Company, is the general partner of the limited partnerships and members of the Pierce family and their 
affiliates own substantial limited partnership interests in each of the limited partnerships. The leases for 
the Suffield, Orlando and Charlotte facilities terminate on December 31, 2005, October 31, 2004 and 
August 31, 2001, respectively. Each of such leases contains two five-year renewal options. The aggregate 
rental payment by the Company for such properties during 2000 was $1,684,000. The Company believes 
that the terms of these leases are no less favorable to the Company than would have been negotiated 
with unrelated third parties. 


Other Transactions 


The Company paid compensation of approximately $212,000 for the year ended December 31, 
2000 to Mr. T. Anthony Ryan. Mr. Ryan is Vice President, Real Estate, of the Company and is the 
brother of Vincent J. Ryan, a Director of the Company. The Company believes that the terms of 
Mr. Ryan’s employment are no less favorable to it than would be negotiable with an unrelated third 
party. 

The Company provided an annual pension in the amount of $96,000 to Leo W. Pierce, Sr. for the 
year ended December 31, 2000. Mr. Pierce formerly served as Chairman Emeritus of the Company and 
is the father of J. Peter Pierce, a Director of the Company. The Company will continue to provide a 
pension to Mr. Pierce, or his spouse, if she survives him, in 2001. 
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PART IV 
Item 14. Exhibits, Financial Statement Schedules, and Reports on Form 8-K. 


(a) (1) and (2) Financial Statements and Financial Statement Schedules filed as part of this report: 


A. Iron Mountain Incorporated 


Page 
Report of Independent Public Accountants... 2... 0... eee eee eee 37 
Consolidated Balance Sheets, December 31, 1999 and 2000 ........ 0.0... 0... cece eens 38 
Consolidated Statements of Operations, Years ended December 31, 1998, 1999 and 2000 ...... 39 
Consolidated Statements of Shareholders’ Equity and Comprehensive Loss, Years ended 
December 31, 1998, 1999 and 2000 .. 1... ee ee eens 40 
Consolidated Statements of Cash Flows, Years ended December 31, 1998, 1999 and 2000 ...... 41 
Notes to Consolidated Financial Statements ..... 0.0.0.0... cece eee eee 42 
B. Iron Mountain Europe Limited 
Report of the Independent Auditors... 1... 0.0... 0. eee eee 73 
C. Financial Statement Schedule: 
Report of Independent Public Accountants... 2... 00... eee ee eee 74 
Schedule 1]—Valuation and Qualifying Accounts... ... 0... 0.0.0... eee eee 75 


(a)(3) Exhibits filed as part of this report: 
As listed in the Exhibit Index following the signature page hereof. 
(b) Reports on Form 8-K: 


On November 14, 2000, the Company filed a Current Report on Form 8-K under Item 7 to update 
previously filed pro forma information with the Company’s results of operations for the nine months 
ended September 30, 2000. 
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REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS 


To the Board of Directors of 
Iron Mountain Incorporated: 


We have audited the accompanying consolidated balance sheets of Iron Mountain Incorporated (a 
Pennsylvania corporation) and its subsidiaries as of December 31, 1999 and 2000, and the related 
consolidated statements of operations, shareholders’ equity and comprehensive loss and cash flows for 
each of the three years in the period ended December 31, 2000. These financial statements are the 
responsibility of Iron Mountain Incorporated’s management. Our responsibility is to express an opinion 
on these financial statements based on our audits. We did not audit the consolidated financial 
statements of Iron Mountain Europe Limited as of October 31, 1999 and 2000, which statements reflect 
total assets and total revenues of 12 percent and 6 percent in 1999, and 6 percent and 5 percent in 
2000, respectively, of the related consolidated totals. Those statements were audited by other auditors 
whose report has been furnished to us, and our opinion, insofar as it relates to the amounts included 
for this entity, is based solely on the report of the other auditors. 


We conducted our audits in accordance with auditing standards generally accepted in the United 
States. Those standards require that we plan and perform the audit to obtain reasonable assurance 
about whether the financial statements are free of material misstatement. An audit includes examining, 
on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit 
also includes assessing the accounting principles used and significant estimates made by management, 
as well as evaluating the overall financial statement presentation. We believe that our audits and the 
report of other auditors provide a reasonable basis for our opinion. 


In our opinion, based on our audits and the report of other auditors, the financial statements 
referred to above present fairly, in all material respects, the financial position of Iron Mountain 
Incorporated and its subsidiaries as of December 31, 1999 and 2000 and the results of their operations 
and their cash flows for each of the three years in the period ended December 31, 2000, in conformity 
with accounting principles generally accepted in the United States. 


ARTHUR ANDERSEN LLP 


Boston, Massachusetts 
February 23, 2001 
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IRON MOUNTAIN INCORPORATED 
CONSOLIDATED BALANCE SHEETS 
(In thousands) 


December 31, 


1999 2000 
ASSETS 
Current Assets: 
Cash and cash equivalents... . 2.0... eee eee eee $ 3,830 $ 6,200 
Accounts receivable (less allowances of $5,740 and $15,989 as of 1999 and 2000, 
respectively) 26-456 eed $44 Sosa Dee de ees wt oa Bees 104,074 176,442 
Deferred income taxes .... 0... 0. ec eee eens 12,475 30,990 
Prepaid expenses and other... .... 2.0.0... ce eee ee eee 23,285 23,036 
Total (Ctrrent:ASSets® $5 sedis eee Ss ee lace, howd Pierre Mer a begs, EE es 143,664 236,668 
Property, Plant and Equipment: 
Property, plant and equipment............ 0.0.0.0... eee ee ee eee 497,369 984,939 
Less—Accumulated depreciation ... 1... .. ee ce eee eee (93,630) = (152,545) 
Net Property, Plant and Equipment ..........................00.0. 403,739 832,394 
Other Assets, net: 
GrOOd Willis sox5 cateeeeee Ne sar dice cage oe Rae Oe AR Re HEAT es BE 729,213 1,525,630 
Customer acquisition costs 2.0... . cee eee 16,742 27,692 
Deferred financing costs... 2... ... ee teen eee 16,549 14,534 
EME TA) Salis 8, pitas: carvoumisear dees fon dealt Wheeler, Snel Pid dss dtp decdend Woualatien dee de Beha avi 7,305 22,178 
Total Other Assets, net .. 0.0... ee eee eee 769,809 1,590,034 
TO talASSEtS fi ae oe gegen eae erat a; ea atlas sh ttes tian a cota ge etl ae es cect re laa $1,317,212 $2,659,096 
LIABILITIES AND SHAREHOLDERS’ EQUITY 
Current Liabilities: 
Current portion of long-term debt ......... 0... 00... ee eee eee eee $ 9,890 $ 40,789 
Accounts: payable 0.0035 eee ew bas owe ES cae ye ala Me dea as 25,770 42,531 
Accriled: ExpeEnsesi is. 3c5. cath oa siete eS BS Be bh ha ea ea WES WS aoe he Ses 68,519 153,291 
Deferred mncomMe:...%. 1-0 os 24 Shedd GP lore ah Ba be Redd Mla bed Spe ee ee 32,981 53,884 
Other current liabilities... 2... eens 13,188 23,558 
Total Current Liabilities... 2.0... . 0. ee ene 150,348 314,053 
Long-term Debt, net of current portion.............. 0.020. 603,057 1,314,342 
Other Long-term Liabilities .. 2.2... 2... ee eee 5,749 7,920 
Deferred Rent® wi. 6 ttre od Wind ake RR RAL A a dae Re Rae Le Re 10,819 16,346 
Deferred: Income Taxes. 0%. 5 5 Pane fe Sere eee eins a eS deel, HS cea 16,207 38,948 
Commitments and Contingencies (see Note 13) 
Minority Interest: o3. 3.0 etek eke Oho Sg we Re ee Meee SES ee ees 6 42,278 43,029 
Shareholders’ Equity: 
COMMON STOCK 9,3. a cass Bee ee ate ca Ss er es es BS FP eee, die ee ete a NS See 369 553 
Additional paid-in capital .. 2.0... ee ee ee eee 560,620 990,854 
Accumulated: Cena aoe. te2ib bg.cocgiae aeaeid Wine naka Aafia Bee bg ee aS ee eNoos. Ndl Ra (31,558) (59,383) 
Accumulated other comprehensive items .......... 0.0.00. e eee eee eee (1,193) (7,566) 
EE CASUBYHSLOCK: cihig acces ud Uthat edt oh otha! ite se, se ath atk age Se catten ik, Bice ca een te (39,484) — 
Total Shareholders’ Equity .... 2.0.0... 0.0.00... 02. eee ee eee eee 488,754 924,458 
Total Liabilities and Shareholders’ Equity ..................0.0-00055 $1,317,212 $2,659,096 


The accompanying notes are an integral part of these consolidated financial statements. 
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IRON MOUNTAIN INCORPORATED 
CONSOLIDATED STATEMENTS OF OPERATIONS 
(In thousands) 


Year Ended December 31, 


1998 1999 2000 
Revenues: 
Storage’ aie cles eta te Seba oe whe ele de det teed Wa ale Mle ioe Ge ateceik $230,702 $317,387 $585,664 
Service and storage material sales................-000-008- 153,259 202,162 400,707 
Total Revenues. i suc dane ee gee 4 Sie ee Bons Faw aA Bee Bile 383,961 519,549 986,371 
Operating Expenses: 
Cost of sales (excluding depreciation) ...................... 192,113 = 260,930 = 482,771 
Selling, general and administrative ................-0.2-000- 95,867 128,948 246,559 
Depreciation and amortization ................. 00s eee eee 48,301 65,422 126,810 
Stock option compensation expense ...................000. — — 15,110 
Merger-related expenses... 1... 0... 0... eee ee eee — — 9,133 
Total Operating Expenses ............ 0.00.0... 0000000. 336,281 455,300 880,383 
Operating Income .............. cee ee eee 47,680 64,249 105,988 
Interest: Expenses s.i.0 se iaeee ba Oath See SR RS Oe ee 45,673 54,425 117,975 
Other Income (Expense), net........... 0.0.0.0... 0c eee eee 1,384 17 (6,045) 
Income (Loss) from Continuing Operations Before Provision for 
Income Taxes and Minority Interest...................0.. 3,391 9,841 (18,032) 
Provision for Income Taxes ......... 00. cece eee ee eee 6,558 10,579 9,125 
Minority Interest in Earnings (Losses) of Subsidiaries ............ — 322 (2,224) 
Loss from Continuing Operations before Extraordinary Item ..... (3,167) (1,060) (24,933) 
Income from Discontinued Operations ....................00. 201 24 — 
Loss on Sale of Discontinued Operations ..................... — (13,400) — 
Extraordinary Charge from Early Extinguishment of Debt (net of Tax 
Benefit of $15928) 0s .-te Sco de dca Bale ocere eh Bote Se ee cg Motel cae eRe bs — — (2,892) 
INGt O88) ise dee een tbs be dea en ele Saye Sin es eg ks Sis Be A ed wns $ (2,966) $(14,219) $(27,825) 
Net Loss per Share—Basic and Diluted: 
Loss from Continuing Operations ..................00 ee eee $ (0.12) $ (0.03) $ (0.47) 
Discontinued Operations ......... 0.2.0.0. ee eee eee eee 0.01 (0.40) — 
Extraordinary Charge from Early Extinguishment of Debt ....... — — (0.05) 
Net Loss per Share—Basic and Diluted................... $ (0.11) $ (0.43) $ (0.52) 
Weighted Average Common Shares Outstanding—Basic and Diluted . 27,470 33,345 53,125 


The accompanying notes are an integral part of these consolidated financial statements. 
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IRON MOUNTAIN INCORPORATED 


CONSOLIDATED STATEMENTS OF SHAREHOLDERS’ EQUITY AND COMPREHENSIVE LOSS 


Balance, December 31, 1997....... 
Shares and options issued in 
connection with acquisitions, net of 
issuance costs ...........04. 
Issuance of shares in secondary Public 
offering, net of issuance costs .... 
Exercise of stock options, including 
taARIDeNeH Es een 8 wis delet, Pe 
Net LOSS: 2055 ocieeesel st eles iene ch thse Je ae He 


Balance, December 31, 1998....... 
Shares and options issued in 
connection with acquisitions, net of 
issuance costs ...........04. 
Issuance of shares in secondary Public 
offering, net of issuance costs .... 
Issuance of shares under Employee 
Stock Purchase Plan and Option 
Plans, including tax benefit. ..... 
Acceleration of options in connection 
with sale of business .......... 
Currency translation adjustment .... 
Purchase of treasury shares ....... 
Net loss .......... 0... 0000. 


Balance, December 31, 1999....... 
Shares and options issued in 
connection with acquisitions, net of 
issuance costs ...........04. 
Issuance of shares under Employee 
Stock Purchase Plan and Option 
Plans, including tax benefit. ..... 
Stock option compensation expense . . 
Currency translation adjustment .... 
Retirement of treasury stock ...... 
NetlOSs 3 Scan io ee ea a 


The accompanying notes are an integral part of these consolidated financial statements. 


(In thousands, except share data) 


Accumulated 
Common Stock Additional Other Total 
SUB Paid-in Accumulated Comprehensive Treasury Shareholders’ 

Shares Amount Capital Deficit Items Stock Equity 
20,180,177 $202 $151,904 $(14,373) $ — $ = $137,733 
2,645,913 26 66,888 — — — 66,914 
6,037,500 60 131,961 _— — — 132,021 
566,615 6 5,174 —_ — _— 5,180 
— — — (2,966) — — (2,966) 
29,430,205 294 355,927 (17,339) — — 338,882 
1,476,577 15 45,745 — — — 45,760 
5,750,000 57 152,486 _— — — 152,543 
286,830 3 6,179 — — — 6,182 
_— — 283 _— — — 283 
_— — — — (1,193) — (1,193) 
— — — —_— — (39,484) (39,484) 
— — — (14,219) — — (14,219) 
36,943,612 369 560,620 (31,558) (1,193) (39,484) 488,754 
18,783,813 188 444 801 — — —_ 444,989 
1,029,050 11 9,792 — — — 9,803 
—_— _— 15,110 _— — — 15,110 
— — — — (6,373) — (6,373) 
(1,476,577) — (15) (39,469) — — 39,484 — 
— _— _— (27,825) — — (27,825) 
55,279,898 $553 $990,854 $(59,383) $(7,566) $ — $924,458 

1998 1999 2000 
$(2,966) $(14,219) — $(27,825) 
Sac ae ano Saat ae a Sey where ae ed te — (1,193) (6,373) 
$(2,966) $(15,412) — $(34,198) 
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IRON MOUNTAIN INCORPORATED 
CONSOLIDATED STATEMENTS OF CASH FLOWS 
(In thousands) 


Cash Flows from Operating Activities: 


INGIIOSS sot dose ved eet a eh ee ee ew eg eta ads 4 tee ee deed 4 weed hag bd dad 


Adjustments to reconcile net loss to loss from continuing operations before extraordinary item: 


Income from discontinued operations 2... 4 64.4 4 vs be a RA ee ee EEDA ES EE 
Loss on sale of discontinued operations... 6... ee 
Extraordinary charge from early extinguishment of debt ........ 0... 000002. 


Loss from Continuing Operations before Extraordinary Item... 1.2... 2. ee eee 


Adjustments to reconcile loss from continuing operations before extraordinary item to cash flows provided by 
operating activities of continuing operations: 


IVEERORTY MRTOSD rept ee dw hed BOS we Aw RE BE PR ESE OE Sek OA EEE 
Depreciation and amortization... 2... ee 
Amortization of deferred financing costs and bond discount... 2.2... 0.0... ee ee ee 
Provision:for-doubtiul accounts: «0: vs. s. 26 acts. ol distete se Shoe aise eb hes ace Seek so Beg coe Ba can dig be hve aah Graph eeeha aee 
Stock option compensation expense . 2... ee 
Foreign currency (gain) loss and other, net... 2... ee 


Changes in Assets and Liabilities (exclusive of acquisitions): 


ICCOUNIS TRCEIVAUIS 2 2 Gag Red be SAG eee 5k Ba CREE Re REO RES PS. wt BEES SS 
Prepaid -expenses-and ‘other current assets ans. 5 ia RA ae Sa 8 SES CAS ERS BOG 
Wieterred Meamte tas og Gee ik BG canta a al eG GARE MR ER Ree @ oehios wis POM UG AEG HOG 
ther assets ie 3 she: OG Ee 2 Raat ae RES RRR) GeO Rep telat G, athe asa als PMA ah Gl Poo AG 
ACCOUNTS Payable: 4! te GFE ah ee Cees a ele Mele Rae WUd tleiedl @ Meh ay a ah MaMa GA NS Gla ee DS 
Accrued expenses and other current liabilities ©... 2... ee 
MSIEIrEC GON foo 4a PG see Syl RG Ne le Seg ASA RiG Ra TP MEN e ee @ Mahe a MS AGMA GCL aay th G 


Cash Flows Provided by Operating Activities of Continuing Operations ..................2..000. 
Cash Flows Provided by (Used in) Operating Activities of Discontinued Operations ................. 


Cash Flows Provided by Operating Activities... 2.2... 0.0.20... 2.2 eee eee eee eee 


Cash Flows from Investing Activities: 


Cash paid for acquisitions, net of cash acquired .. 2... 2. eee 
Capital expenditures: «2s. ish -She' a8, ote BAR Gal hee WR Uae oe BNE BK BNE Gal Geese tle Sas alle asada Rone dS 
Investment in convertible preferred stock... 2... ee 
Additions to customer acquisition COSts: 64.24 oe oe i a oe He ee Be ee 
Proceeds from sale of property and equipment... 2... ee 


Cash Flows Used in Investing Activities of Continuing Operations .................. 022000000. 
Cash Flows Provided by (Used in) Investing Activities of Discontinued Operations. ..............0.. 


Cash Flows Used in Investing Activities... 2... 2... eee ee eee 


Cash Flows from Financing Activities: 


PRACT OT IEE 207k 4-9 Se, ah aye eta ace oP es EOD Ae bya us Baten “ve ans ee ts a, Ld ww Ga 
PROCeCGe TOM DOTS. oo: ahha erg S 9 en wine 5) atin ook Ae WO a Paes BUS) GP dNe a Seat a ad a ae 
Proceeds from: LermilOansss os. heck see Baha ig eee ek Gade ws SRW aE, DIA Sse Ad aha atea Day apne gf 
Debt financing and equity contribution from minority shareholder ............... 0.0000 00004 
Net proceeds from sale of senior subordinated notes... 2.2... 0... 2. ee 
Proceeds from secondary equity offering, net of underwriting discount. ..................00004 
Repurchase of common stock... 2... ee 
Exercise of stock ‘Optionis.s: ..6 i ge we Weel a Rd sets ad lo sel eee Roe atu ad or sa oak ae alt ete Tore he ce wy Moat wees on we wee 
Financing and stock issuance costs... ee 


Cash Flows Provided by Financing Activities .... 2... 0.02.2. eee ee ee eee 
Effect of exchange rates on cash and cash equivalents... 2... ee 


Increase (Decrease) in Cash and Cash Equivalents... 2.2... ee 
Cash and Cash Equivalents, Beginning of Year... 1... ee 


Cash and Cash Equivalents, End of Year 2... 2. ee 


Supplemental Information: 


Cash: Paid for Intérestiic: 3 23.4405 bbe Oa tao eo haes tb do ev ohaddewbace dace’ dacdaied 


Cash Paid:fot Ine¢ome Taxes ..c09 osc saree Ss Bib Bad wlan dideeresse studs oe ieee ah lessor tei avant ae See tues guise wees 


Year Ended December 31, 
1998 1999 2000 


$ (2,966) $(14,219) $(27,825) 


(201) (241) = 
— 13,400 = 
_ — 2,892 


(3,167) (1,060) (24,933) 


a 322 (2,224) 
48,301 65,422 126,810 
1801 1,981 2,595 
1,730 2,733 9,714 
ae — 15,110 

316 238 = 4,737 


(12,924) (22,996) (15,881) 
4,410 (9,691) 19,332 
9,058 8989 8,350 

13 663 474 
5,282 2,009 (553) 
(127) 6,306 8,779 
1414 1,203. 5,527 
7369 3,331 686 
3,587 (3,176) — (919) 


67,063 56,274 157,604 
67 (836) = 


67,130 55,438 157,604 


(189,729) (212,160) (140,940) 
(55,927) (98,657) (168,706) 

= — — (6,524) 
(3,024) (8,122) (12,779) 
= — 1320 


(248,680) (318,939) (327,629) 
(527) 7,814 _ 


(249,207) (311,125) (327,629) 


(171,080) (249,654) (596,744) 
194,811 235,141 404,993 


= — 350,000 
— 11,636 11,430 

— 149,460 = 
132,905 153,755 = 
— (39,484) = 
4,482 3,589 —-8,180 
(1,836) (6,590) (5,449) 
159,282 257,853 172,410 
= (51) (15) 


(22,795) 2,115 2,370 
24,510 1,715 3,830 


$ 1,715 $ 3,830 $ 6,200 


$ 42,407 $ 46,555 $ 98,114 
$ 1,700 $ 1,916 $ 2,891 


The accompanying notes are an integral part of these consolidated financial statements. 
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IRON MOUNTAIN INCORPORATED 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
DECEMBER 31, 2000 


(In thousands, except share data) 


1. Nature of Business 


The accompanying financial statements represent the consolidated accounts of Iron Mountain 
Incorporated, a Pennsylvania corporation, and its subsidiaries (collectively “Iron Mountain” or the 
“Company”). Iron Mountain is an international full-service provider of records and information 
management and related services for all media in various locations throughout the United States, 
Canada, Europe, Mexico and South America to Fortune 500 companies and numerous legal, banking, 
health care, accounting, insurance, entertainment and government organizations. 


On February 1, 2000, the Company completed its acquisition of Pierce Leahy in a stock-for-stock 
merger valued at $1.0 billion. The acquisition was structured as a reverse merger with Pierce Leahy 
being the surviving legal entity and immediately changing its name to Iron Mountain Incorporated. 
Immediately after the merger the former stockholders of Iron Mountain owned approximately 65% of 
the Company’s common stock. Because of this share ownership, Iron Mountain is considered the 
acquiring entity for accounting purposes. This transaction has been accounted for under the purchase 
method of accounting. 


2. Summary of Significant Accounting Policies 
a. Principles of Consolidation 


The accompanying financial statements reflect the financial position and results of operations 
of Iron Mountain on a consolidated basis. All significant intercompany account balances have been 
eliminated. 


b. Use of Estimates 


The preparation of financial statements in conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect the reported 
amounts of assets and liabilities and the disclosure of contingent assets and liabilities at the date of 
the financial statements and the reported amounts of revenues and expenses during the reporting 
period. Actual results could differ from those estimates. 


c. Cash and Cash Equivalents 


The Company defines cash and cash equivalents to include cash on hand and cash invested in 
short-term securities which have original maturities of less than 90 days. Cash and cash equivalents 
are carried at cost, which approximates fair value. 


d. Foreign Currency Translation 


Local currencies are considered the functional currencies for most of the Company’s 
operations outside the United States. All assets and liabilities are translated at year-end exchange 
rates, and revenues and expenses are translated at average exchange rates for the year, in 
accordance with Statement of Financial Accounting Standards (‘““SFAS”) No. 52, “Foreign Currency 
Translation.”’ Resulting translation adjustments are reflected in the “Accumulated Other 
Comprehensive Items” component of stockholders’ equity. The gain or loss on foreign currency 
transactions, including those related to U.S. dollar denominated 8%% Senior Notes of the 
Company’s Canadian subsidiary and those related to the British pound sterling denominated 
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IRON MOUNTAIN INCORPORATED 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued) 
DECEMBER 31, 2000 


(In thousands, except share data) 


2. Summary of Significant Accounting Policies (Continued) 


intercompany obligation of the Company’s 50.1% owned British subsidiary to the Company are 
included in Other Income (Expense), net, on the Company’s Consolidated Statements of 
Operations. 


e. Derivative Instruments and Hedging Activities 


On December 31, 1998, the Company had a receivable denominated in British pounds sterling 
from, and a payable in U.S. dollars to, a bank as a result of exercising a foreign exchange 
agreement on December 30, 1998. Included in Other Income (Expense), net, for the year ended 
December 31, 1998 is a $316 loss on the remeasurement of the receivable based on the applicable 
exchange rate on December 31, 1998. The British pounds sterling were being acquired to finance 
the acquisition of Iron Mountain Europe Limited (“IM Europe”) on January 4, 1999. As of 
December 31, 2000, the Company did not have any such foreign exchange agreement. 


In June 1998, the Financial Accounting Standards Board issued SFAS No. 133, “Accounting 
for Derivative Instruments and Hedging Activities” (‘““SFAS 133’), as amended by SFAS 138, 
“Accounting for Certain Derivative Instruments and Certain Hedging Activities.” This statement 
establishes accounting and reporting standards for derivative instruments, including certain 
derivative instruments embedded in other contracts and for hedging activities and is effective for 
all fiscal years beginning after June 15, 2000, as amended by SFAS 137, “Accounting for Derivative 
Instruments and Hedging Activities.” The Company has adopted SFAS 133 prospectively beginning 
January 1, 2001. 


SFAS 133 requires that every derivative instrument be recorded in the balance sheet as either 
an asset or a liability measured at its fair value. SFAS 133 requires that as of the date of initial 
adoption, the difference between the fair value of the derivative instruments recorded on the 
balance sheet and the previous carrying amount of those derivatives be reported in net income or 
other comprehensive income, as appropriate. 


Periodically, the Company acquires derivative instruments that are intended to hedge either 
cash flows or values which are subject to exchange or other market price risk, and not for trading 
purposes. On December 20, 2000, the Company entered into an interest rate swap contract to 
hedge the risk of changes in specifically identified cash flows attributable to changes in market 
interest rates. The derivative instrument is a variable-for-fixed swap of interest payments payable 
on the last two principal payments, $48,000 on November 30, 2005 and $51,500 on February 28, 
2006, of the Company’s Tranche B term loan. The notional value of the swap equals $99,500 and 
has a fixed rate of 5.9% and a variable rate based on periodic three month LIBOR rates. The fair 
value of the swap as of December 31, 2000 was a liability of $214. On January 1, 2001, the 
Company adopted the provisions of SFAS No. 133 resulting in the recognition of a derivative 
liability and a corresponding transition adjustment charge to other comprehensive items of 
approximately $214. 
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IRON MOUNTAIN INCORPORATED 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued) 
DECEMBER 31, 2000 


(In thousands, except share data) 


2. Summary of Significant Accounting Policies (Continued) 
f. Property, Plant and Equipment 


Property, plant and equipment are stated at cost and depreciated using the straight-line 
method with the following useful lives: 


Buildings ...................000, 40 to 50 years 

Leasehold improvements ............ 8 to 10 years or the life of the lease, 
whichever is shorter 

RACKING 5. toriiea deta 4,6 des eects rien seers 5 to 20 years 

Warehouse equipment/vehicles ........ 4 to 20 years 

Furniture and fixtures .............. 3 to 10 years 

Computer hardware and software...... 3 to 5 years 


Property, plant and equipment consist of the following: 


December 31, 
1999 2000 
Land and buildings ........... 0... 00... eee eee eee $158,648 $331,921 
Leasehold improvements .............. 2.00 e eee eee 35,011 62,381 
|: 01) ea ee 180,876 364,337 
Warehouse equipment/vehicles....................000, 28,954 45,532 
Furniture and fixtures .. 0.0.0... eet 11,886 22,574 
Computer hardware and software...................00. 60,998 96,408 
Construction in progress ... 2... 0... 00. eee 20,996 61,786 


$497,369 $984,939 


Minor maintenance costs are expensed as incurred. Major improvements which extend the life, 
increase the capacity or improve the safety or the efficiency of property owned are capitalized. 
Major improvements to leased buildings are capitalized as leasehold improvements and 
depreciated. 


The Company develops various software applications for internal use. Payroll and related costs 
for employees who are directly associated with and who devote time to the development of 
internal-use computer software projects (to the extent of the time spent directly on the project) are 
capitalized and amortized over the useful life of the software. Capitalization begins when the 
design stage of the application has been completed, it is probable that the project will be 
completed and the application will be used to perform the function intended. Amortization begins 
when the software is placed in service. 


Effective January 1, 1999, the Company adopted the provisions of Statement of Position 98-1, 
“Accounting for the Costs of Computer Software Developed or Obtained for Internal Use” (“SOP 
98-1”). SOP 98-1 requires computer software costs associated with internal use software to be 
expensed as incurred until certain capitalization criteria are met. SOP 98-1 also defines which types 
of costs should be capitalized and which should be expensed. This accounting pronouncement 
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IRON MOUNTAIN INCORPORATED 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued) 
DECEMBER 31, 2000 


(In thousands, except share data) 


2. Summary of Significant Accounting Policies (Continued) 


resulted in certain costs being expensed starting in 1999 that would have been capitalized under 
the previous policy. 


g. Goodwill 


Goodwill reflects the cost in excess of fair value of the net assets of companies acquired in 
purchase transactions. Goodwill is amortized using the straight-line method from the date of 
acquisition over the expected period to be benefited, currently estimated at 25 to 30 years. The 
Company assesses the recoverability of goodwill, as well as other long-lived assets, when there is an 
indication of possible impairment, based upon expectations of future undiscounted cash flows in 
accordance with SFAS No. 121, “Accounting for the Impairment of Long-Lived Assets and for 
Long-Lived Assets to Be Disposed Of.” Accumulated amortization of goodwill was $76,865 and 
$128,662 as of December 31, 1999 and 2000, respectively. 


h. Customer Acquisition Costs 


Costs related to the acquisition of large volume accounts, net of revenues received for the 
initial transfer of the records, are capitalized and amortized for an appropriate period not to 
exceed 12 years. If the customer terminates its relationship with the Company, the unamortized 
cost is charged to expense. However, in the event of such termination, the Company collects, and 
records as income, permanent removal fees that generally equal or exceed the amount of the 
unamortized costs. As of December 31, 1999 and 2000, accumulated amortization of those costs 
were $4,004 and $5,975, respectively. 


i. Deferred Financing Costs 


Deferred financing costs are amortized over the life of the related debt using the effective 
interest rate method. If debt is retired early, unamortized deferred financing costs are written off 
as an extraordinary charge in the period the debt is retired. As of December 31, 1999 and 2000, 
accumulated amortization of those costs was $5,517 and $5,592, respectively. 


j. | Investment in Preferred Stock 


In May 2000, the Company made a $6.5 million investment in the convertible preferred stock 
of a certain technology development company. The investment has been recorded at cost and is 
included in other assets in the accompanying consolidated balance sheet. 
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IRON MOUNTAIN INCORPORATED 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued) 
DECEMBER 31, 2000 


(In thousands, except share data) 


2. Summary of Significant Accounting Policies (Continued) 
k. Accrued Expenses 
Accrued expenses consist of the following: 


December 31, 


1999 2000 
TNtGPreSt x. 4.3.4) s.204 ololstea y Fo Sota ydane slehiulad. 4s Sawaads ole $15,950 $ 33,657 
Payroll and vacation .... 0... 0... 0. e ee eee eee ee 10,149 25,492 
Restructuring costs»... ... eee eee 9,340 28,514 
Incentive compensation............ 0.0. e ee eee ee eee 6,492 11,701 
QUhe Rs stiovsy acc boeaeidee. and) 3S a sates a) Dadar eee tS eeasee a ls 26,588 53,927 


$68,519 $153,291 


1. Revenues 


The Company’s revenues consist of storage revenues as well as service and storage material 
sales revenues. Storage revenues consist of periodic charges related to the storage of materials 
(either on a per unit or per cubic foot of records basis). In certain circumstances, based upon 
customer requirements, storage revenues include periodic charges associated with normal, recurring 
service activities. Service and storage material sales revenues are comprised of charges for related 
service activities, the sale of storage materials and courier operations. In certain circumstances, 
storage material sales are recorded net of product costs when the Company functions as a sales 
representative of the product manufacturer and does not receive or take title to the products. 
Customers are generally billed on a monthly basis on contractually agreed-upon terms. 


Storage and service revenues are recognized in the month the respective service is provided. 
Storage material sales are recognized when shipped to the customer. Amounts related to future 
storage for customers where storage fees are billed in advance are accounted for as deferred 
income and amortized over the applicable period. 


m. Deferred Rent 


The Company has entered into various leases for buildings used in the storage of records. 
Certain leases have fixed escalation clauses or other features which require normalization of the 
rental expense over the life of the lease resulting in deferred rent being reflected in the 
accompanying consolidated balance sheets. In addition, the Company has assumed various above 
market leases in connection with certain of its acquisitions. The discounted present value of these 
lease obligations in excess of market rate at the date of the acquisition was recorded as a deferred 
rent liability and is being amortized over the remaining lives of the respective leases. 


n. Stock-Based Compensation 


Effective January 1, 1996, the Company adopted the provisions of SFAS No. 123, “Accounting 
for Stock-Based Compensation.” The Company has elected to continue to account for stock 
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IRON MOUNTAIN INCORPORATED 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued) 
DECEMBER 31, 2000 


(In thousands, except share data) 


2. Summary of Significant Accounting Policies (Continued) 


options at their intrinsic value with disclosure of the effects of fair value accounting on net income 
(loss) and earnings (loss) per share on a pro forma basis. 


During the second and third quarters of 2000, the Company entered into separation 
agreements with certain executives. The separation agreements for these executives included the 
acceleration of vesting and extension of the exercise period of previously granted stock options, 
which resulted in a non-cash charge of $15.1 million. In accordance with Accounting Principles 
Board Opinion No. 25, “Accounting for Stock Issued to Employees,” compensation is equal to the 
intrinsic value at the date of measurement, and recorded in the statement of operations as stock 
option compensation expense. 


o. Merger-Related Expenses 


Merger-Related Expenses as presented in the accompanying consolidated financial statements 
relate primarily to non-capitalizable expenses directly related to the merger of the Company and 
Pierce Leahy and consist primarily of severance and pay-to-stay payments, cost of exiting certain 
facilities, system conversion costs and other transaction-related costs. 


p. Reclassifications 
Certain reclassifications have been made to the 1998 and 1999 financial consolidated 
statements to conform to the 2000 presentation. 
3. Common Stock Split 


On June 30, 1998, the Company’s Board of Directors authorized and approved a three-for-two 
stock split effected in the form of a dividend on the Company’s common stock. Such additional shares 
of common stock were issued on July 31, 1998 to all shareholders of record as of the close of business 
on July 17, 1998. All issued and outstanding share and per share amounts in the accompanying 
consolidated financial statements and Notes thereto have been restated to reflect the stock split. 
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4. Debt 


Long-term debt consists of the following: 


December 31, 
1999 2000 
Revolving Credit Facility due 2005 ............. 00.0.0... 00 00000000. $ 5,000 $ 4,000 
Tranche A Term Loan due 2005... 0... 0... 0. ce ee ene — 150,000 
Tranche B Term Loan due 2006 ...... 0... 0... ec ee eee — 199,750 
11%% Senior Subordinated Notes due 2006 (the “11%% notes”) ........... — 131,517 
10%% Senior Subordinated Notes due 2006 (the “10%% notes”) ........... 165,000 165,000 
9%% Senior Subordinated Notes due 2007 (the “9% notes”) ............ — 114,216 
8%4% Senior Subordinated Notes due 2009 (the “834% notes”) ............ 249,606 249,646 
8%4% Senior Subordinated Notes due 2011 (the “84% notes”) ............ 149,490 149,535 
8%% Senior Subordinated Notes due 2008 (the “Subsidiary notes”)......... — 120,850 
Real. Estate Mortgage. icc fo seeds eae alan OF Sib ecele Beat eee ee ae 2,048 20,457 
Seller NOtes, 4-45 eshte eG Ee ae eed Ss eR ahd a eS — 13,971 
QUST ot ea 28 so RRR ENE SB ERIE eee SN NG Be Bh Ne smal SC 41,803 36,189 
Long-term: debt 6.0525) ono inee Peers ee ee See aloe et ae Bes 612,947 1,355,131 
Is@S8. CULPENT POTION 5s seheo2) od ga ad Gaps Saeee a 6 Seg she Gam Sas aie, ow aes (9,890) (40,789) 
Long-term debt, net of current portion...... 0.2... 0.0.0 ee eee $603,057 $1,314,342 


a. Revolving Credit Facility and Term Loans 


On August 14, 2000, the Company entered into an amended and restated revolving credit 
agreement (the “Amended Credit Agreement”). The Amended Credit Agreement replaces the 
Company’s prior credit facility, increases the aggregate principal amount available to $750 million 
and includes two tranches of term debt. Tranches A and B represent term loans to the Company in 
principal amounts of $150 million and $200 million, respectively. The Tranche A term loan and the 
revolving credit component of the Amended Credit Agreement mature on January 31, 2005, while 
the Tranche B term loan matures on February 28, 2006. The interest rate on borrowings under the 
Amended Credit Agreement varies depending on the Company’s choice of base rates, plus an 
applicable margin. Restrictive covenants under this agreement are similar to those under the 
Company’s prior credit facility. As of December 31, 2000, the Company had outstanding 
borrowings of $353.8 million under the Amended Credit Agreement, and the interest rates in 
effect ranged from 8.72% to 11.25%. In connection with the refinancing of the Company’s credit 
agreement, the Company recorded a loss on early extinguishment of debt of $2.9 million (net of 
tax benefit of $1.9 million). 


In December 2000, the Company entered into an interest rate swap contract to hedge the risk 
of changes in market interest rates on the Company’s Tranche B term loan. The instrument is a 
variable-for-fixed swap of interest payments payable on the last two principal payments, $48,000 on 
November 30, 2005 and $51,500 on February 28, 2006, of Tranche B term loan. The notional value 
of the swap equals $99,500 and has a fixed rate of 5.9% and a variable rate based on periodic 
three-month LIBOR rates. In January 2001, the Company entered into a second interest rate swap 
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4. Debt (Continued) 


contract on the Tranche B term loan. The notional value of the swap equals $96,000 and has a 
fixed rate of 5.5% and a variable rate based on periodic three-month LIBOR rates. 


The Amended Credit Agreement specifies certain minimum or maximum relationships 
between EBITDA (as defined therein) and interest, total debt and fixed charges. There are 
restrictions on dividends declared by the Company, sales or pledging of assets, investments and 
changes in business and ownership; cash dividends are effectively prohibited. The Company was in 
compliance with all debt covenants as of December 31, 2000. Loans under the Amended Credit 
Agreement are secured by pledges of the capital stock of all of the Company’s domestic 
subsidiaries. 


b. Publicly Issued Notes 


The Company has outstanding five series of senior subordinated notes issued to the public, 
that are obligations of the parent company, Iron Mountain Incorporated (the “Parent notes”): 


¢ $130 million principal amount of notes maturing on July 15, 2006 and bearing interest at a 
rate of 114% per annum, payable semi-annually in arrears on January 15 and July 15; 


$165 million principal amount of notes maturing on October 1, 2006 and bearing interest at 
a rate of 10%% per annum, payable semi-annually in arrears on April 1 and October 1; 


$120 million principal amount of notes maturing on July 15, 2007 and bearing interest at a 
rate of 94% per annum, payable semi-annually in arrears on January 15 and July 15; 


$250 million principal amount of notes maturing on September 30, 2009 and bearing 
interest at a rate of 834% per annum, payable semi-annually in arrears on March 31 and 
September 30; and 


¢ $150 million principal amount of notes maturing on July 1, 2011 and bearing interest at a 
rate of 844% per annum, payable semi-annually in arrears on January 1 and July 1. 


The Parent notes are fully and unconditionally guaranteed, on a senior subordinated basis, by 
substantially all of the Company’s direct and indirect wholly owned domestic subsidiaries (the 
“Guarantors”). These guarantees are joint and several obligations of the Guarantors. In addition, 
the 11%% notes and the 9%% notes are secured by a second lien on 65% of the stock of Iron 
Mountain Canada Corporation (“Canada Company”). The remainder of the Company’s 
subsidiaries do not guarantee the Parent notes. 


In addition, Canada Company, the Company’s principal Canadian subsidiary, has publicly 
issued $135 million principal amount of notes that mature on May 15, 2008 and bear interest at a 
rate of 8/% per annum, payable semi-annually in arrears on May 15 and November 15. The 
Subsidiary notes are general unsecured obligations of Canada Company, ranking pari passu in right 
of payment to all of Canada Company’s existing and future senior unsecured indebtedness. The 
Subsidiary notes are fully and unconditionally guaranteed, on a senior subordinated basis, by Iron 
Mountain and the Guarantors. In addition, several of the non-guarantors that are organized under 
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4. Debt (Continued) 


the laws of Canadian provinces fully and unconditionally guarantee the Subsidiary notes on a 
senior basis. As with the Parent Notes, these guarantees are joint and several. 


Each of the indentures for the notes provides that the Company may redeem the outstanding 
notes, in whole or in part, upon satisfaction of certain terms and conditions. In any redemption, 
the Company is also required to pay all accrued but unpaid interest on the outstanding notes. 


The following table presents the various redemption dates and prices of the public notes. The 
redemption dates reflect the date at or after which the notes may be redeemed at a premium 
redemption price. After these dates, the notes may be redeemed at 100% of face value through 
maturity: 


114% 10%% 9V3% 84% 844% Subsidiary 
notes notes notes notes notes notes 
Redemption 
__ Date July 15, October 1, July 15, September 30, July 1, May 15, 


2001 105.563%  105.06% — — _ = 
2002 103.708%  103.38%  104.563% 104.375% — — 


2003 101.854%  101.69%  103.042% 102.916% —  104.063% 
2004 — — 101.521%  =101.458% = 104.125% 102.708% 
2005 — _— — — 102.750% 101.354% 
2006 — — — — 101.375% — 


Prior to September 30, 2002, the 834% notes are redeemable at the Company’s option, in whole or 
in part, at a specified make-whole price. 


Prior to July 1, 2004, the 84% notes are redeemable at the Company’s option, in whole or in part, 
at a specified make-whole price. Until July 1, 2002, the Company may under certain conditions redeem 
up to 35% of the 8%% notes with the net proceeds of one or more equity offerings, at a redemption 
price of 108.25% of the principal amount. 


In addition, until May 15, 2001, the Company may under certain conditions redeem up to 35% of 
the Subsidiary notes with the net proceeds of a public equity offering, at a redemption price of 
108.125% of the principal amount. 


Each of the indentures for the notes provides that the Company or, in the case of the Subsidiary 
notes, Canada Company must repurchase, at the option of the holders, the notes at 101% of their 
principal amount, plus accrued and unpaid interest, upon the occurrence of a “Change of Control,” 
which is defined in each respective indenture. Except for required repurchases upon the occurrence of 
a change of control or in the event of certain asset sales, each as described in the respective indenture, 
the Company is not required to make sinking fund or redemption payments with respect to any of the 
notes. 


The indentures for the notes contain restrictive covenants similar to those contained in the credit 
agreement. 
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4. Debt (Continued) 


The 9%% notes, the 114% notes and the Subsidiary notes were assumed in the Pierce Leahy 
merger and were recorded at their fair market value on the date of merger. The resulting net discount 
is being amortized over the remaining period to maturity using the effective interest rate method. 


h. Real Estate Mortgages 


In connection with the purchase of real estate and acquisitions, the Company assumed several 
mortgages on real property. The mortgages bear interest at rates ranging from 8% to 10.5% that is 
payable in various installments through 2009. 


i. Seller Notes 


In connection with the merger with Pierce Leahy in 2000, the Company assumed debt related to 
certain existing notes. These notes had been issued to sellers by Pierce Leahy in connection with 
certain acquisitions which Pierce Leahy completed in 1998 and 1999. The notes bear interest at rates 
ranging from 5% to 8% per year. The outstanding balance on the seller notes at December 31, 2000 is 
due on demand through 2009. 


j. Other 


Other long-term debt includes various notes and obligations assumed by the Company as a result 
of certain acquisitions completed by the Company during 1998 through 2000. At December 31, 2000, 
the Company’s 50.1% owned subsidiary, IM Europe, had various agreements with its local banks that 
provide for $30.6 million of credit and carried an average effective interest rate of 6.79%. 


Maturities of long-term debt are as follows: 


Year Amount 
DOO Tieden ers issdlee estes euch cee dara heel ty Pagid as Gonted dada daccbrewnal % Baesdher gecean gop abyens $ 40,789 
DOOD 2 o:s03, ap 8 seat stele, sok BS dasa she, 4: 0 Daa tele ely Bde gag eee a Blas Tele. ol BS sacs 8,465 
QOOB scsi ek: oe ad ea Boye Bawa 2 oe oo wold Haye oa salt Mais a teed Bayan bs 9,574 
LOA iter tse gee etectsa ie ots Eee ie tap Seg PIES ea ed sd dat he Soe hicg ds Bibbs BLS 4,915 
LOOT sexs soba atieces bade oxtes te nied co acsuns fhe eda ae et aia, Bove ds ek axceies dep ite Luly beteice, witch ows 301,951 
Thereatter 5.4 ics se. behest 44s 4 Ba eee ddd ape das Gabaues 989,437 
$1,355,131 
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4. Debt (Continued) 


Based on the borrowing rates currently available to the Company for loans with similar terms and 
average maturities, the Company has estimated the following fair values for its long-term debt as of 
December 31: 


1999 2000 

Carrying Fair Carrying Fair 

Amount Value Amount Value 
Revolving Credit Facility............ $ 5,000 $ 5,000 $ 4,000 $ 4,000 
Tranche A Term Loan ............. — — 150,000 150,000 
Tranche B Term Loan ............. — — 199,750 199,750 
114%% notes... .... ee ee et — — 131,517 136,500 
104% notes... .. ee ee ee 165,000 167,900 165,000 170,800 
9VY%e% NOteS .. 6. ee es — — 114,216 118,800 
8%4% NOTES 2... ee ee 249,606 237,500 249,646 245,600 
8Y4Fo: NOLES 2.4, Box sess oa, EA aha aw det BS 149,490 136,100 149,535 141,400 
Subsidiary notes...............-4. — — 120,850 128,600 
Real estate mortgage .............. 2,048 2,048 20,457 20,457 
Seller: Notes:io 5.00: 6 ee Ri eS — — 13,971 13,971 
ONE si o8s 3. ees Goes Ba dd ey aos 41,803 41,803 36,189 36,189 


5. Selected Consolidated Financial Statements of Parent, Guarantors and Non-Guarantors 


The following financial data summarizes the consolidating Company on the equity method of 
accounting as of December 31, 2000 and 1999 and for the year ended December 31, 2000 and 1999. 
The Guarantor column includes all subsidiaries that guarantee the Parent notes and the Subsidiary 
notes. The Canada Company column includes Canada Company and the Company’s other Canadian 
subsidiaries that guarantee the Subsidiary notes, but do not guarantee the Parent notes. The Parent and 
the Guarantors also guarantee the Canada Company notes. The subsidiaries that do not guarantee 
either the Parent notes or the Subsidiary notes are referred to in the table as the “non-guarantors.” 
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5. Selected Consolidated Financial Statements of Parent, Guarantors and Non-Guarantors (Continued) 


Assets 
Current Assets: 
Cash and Cash Equivalents..... 
Accounts Receivable ......... 

Intercompany Receivable 
(Payable) ................ 
Other Current Assets 


Total Current Assets........ 
Property, Plant and Equipment, net 
Other Assets: 

Long-term Intercompany 

Receivable ............... 

Long-term Notes Receivable 
from Affiliates 


Other 
Total Other Assets 
Total Assets 


Liabilities and Shareholders’ 
Equity 
Total Current Liabilities 
Long-term Debt, Net of Current 
Portion 
Long-term Intercompany 
Payable 
Long-term Notes Payable to 
Affiliates 
Other Long-term Liabilities .... 
Minority Interest 
Shareholders’ Equity 


Total Liabilities and 
Shareholders’ Equity 


December 31, 2000 


Canada Non- 
Parent Guarantors Company Guarantors Eliminations Consolidated 
$ 191 $ 3,336 $ 302 $ 2,371 $ — $ 6,200 
7,060 140,095 12,370 16,917 — 176,442 
795,522 (658,022) (98,386) (45,060) 5,946 _ 
531 46,605 827 6,063 — 54,026 
803,304 (467,986) (84,887) (19,709) 5,946 236,668 
99,549 586,504 66,953 79,388 — 832,394 
344,300 = = — (344,300) = 
607,600 124,100 — — (731,700) — 
370,830 49,626 = — (420,456) = 
— 1,255,302 138,663 121,096 10,569 = 1,525,630 
20,986 42,956 11,036 1,834 (12,408) 64,404 
1,343,716 1,471,984 149,699 122,930 (1,498,295) 1,590,034 
$2,246,569 $1,590,502 $131,765 $182,609 $(1,492,349) $2,659,096 
$ 26,921 $ 189,362 $ 12,429 $ 79,378 $ 5,963 $ 314,053 
1,170,884 3,513 124,834 15,111 — 1,314,342 
— 344,300 =e — (344,300) = 
124,100 607,600 — — (731,700) = 
206 73,693 113 1,610 (12,408) 63,214 
= = — (1,636) 44,665 43,029 
924,458 372,034 (5,611) 88,146 (454,569) 924,458 


$2,246,569 $1,590,502 $131,765 $182,609 $(1,492,349) $2,659,096 
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December 31, 1999 


Assets 

Current Assets: 
Cash and Cash Equivalents ....... 
Accounts Receivable............ 
Other Current Assets ........... 


Total Current Assets .......... 
Property, Plant and Equipment, net . . 
Other Assets: 

Due From Affiliates ............ 
Long-term Notes Receivable from 
Affiliates 
Investment in Subsidiaries........ 
Goodwill, net...............0. 
Other 


Total Other Assets 
Total Assets 


Liabilities and Shareholders’ Equity 
Total Current Liabilities 
Long-term Debt, Net of Current 

POTION oars geese oa. wie lee an 
Due to Affiliates 
Long-term Notes Payable to 

Affiliates 
Other Long-term Liabilities....... 
Minority Interest 
Shareholders’ Equity............ 


Total Liabilities and Shareholders’ 


5. Selected Consolidated Financial Statements of Parent, Guarantors and Non-Guarantors (Continued) 


Non- 
Parent Guarantors Ciarautirs Eliminations Consolidated 
$ — $ 2,260 $ 1,570 $ — $ 3,830 
— 93,076 10,998 — 104,074 
cs 42,312 6,718 (13,270) 35,760 
— 137,648 19,286 (13,270) 143,664 
— 352,784 50,955 — 403,739 
224,826 = = (224,826) = 
557,123 = = (557,123) = 
276,291 52,971 = (329,262) = 
— 623,285 105,928 — 729,213 
15,908 24,036 652 — 40,596 
eae mack eluate ae 1,074,148 700,292 106,580 (1,111,211) 769,809 
$1,074,148 $1,190,724 $176,821 $(1,124,481) $1,317,212 
sue ae Lane eae $ 15,398 $ 100,630 $ 47,590 $ (13,270) $ 150,348 
569,996 2,942 30,119 — 603,057 
— 224,793 33 (224,826) — 
— §57,123 = (557,123) = 
— 31,497 1,278 — 32,775 
— — 42,278 — 42,278 
488,754 273,739 55,523 (329,262) 488,754 
$1,074,148 $1,190,724 $176,821 $(1,124,481) $1,317,212 
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5. Selected Consolidated Financial Statements of Parent, Guarantors and Non-Guarantors (Continued) 


Year Ended December 31, 2000 


Canada Non- 
Parent Guarantors Company Guarantors Eliminations Consolidated 


Revenues: 
Storage wa: dito eiee needed $ 3,191 $518,136 $ 24,338 $39,999 $ — $585,664 
Service and Storage Material Sales .. 17,570 333,228 25,240 28,724 (4,055) 400,707 
Total Revenues............... 20,761 851,364 49,578 68,723 (4,055) 986,371 


Operating Expenses: 
Cost of Sales (Excluding 


Depreciation) ................ 11,173 408,336 24149 39,113 — 482,771 
Selling, General and Administrative . . 5,350 215,547 12,522 17,195 (4,055) 246,559 
Depreciation and Amortization ..... 3,329 107,748 6,172 9,561 — 126,810 
Stock Option Compensation Expense . — 14,940 — 170 — 15,110 
Merger-Related Expenses ......... — 8,420 273 440 — 9,133 

Total Operating Expenses ....... 19,852 754,991 43,116 66,479 (4,055) 880,383 

Operating Income ................ 909 =: 96,373 6,462 2,244 — 105,988 
Interest Expense, net.............. 41,857 55,999 12,576 7,943 — 117,975 
Equity in the (Earnings) Losses of 

Subsidiaries ................0.0, (7,565) 2,766 — — 4,799 — 
Other Expense, net ............... — (397) (5,590) (58) — (6,045) 


Income (Loss) Before Provision 
(Benefit) for Income Taxes and 


Minority Interest.............. (33,383) 37,211 (11,704) (5,357) (4,799) (18,032) 
Provision (Benefit) for Income Taxes .. (8,007) 18,697 (1,860) 295 — 9,125 
Minority Interest in Earnings (Losses) 

of Subsidiaries ................. — — — (2,224) — (2,224) 


Income (Loss) before Extraordinary 
Teme, actus wreless ayes been % ean (25,376) 18514 (9,844) (3,428) (4,799) (24,933) 
Extraordinary Charge from Early 
Extinguishment of Debt (Net of Tax 
Benefit of $1,928) .............. (2,449) (443) — — — (2,892) 


Net Income (Loss) ............-. $(27,825) $ 18,071 $ (9,844) $(3,428) $(4,799)  $(27,825) 
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5. Selected Consolidated Financial Statements of Parent, Guarantors and Non-Guarantors (Continued) 


Year Ended December 31, 1999 


Non- 


Parent Guarantors Guarantors  Eliminations Consolidated 
Revenues: 
Storage-2uriei shod vated aa eee adele a $ — $297,988 $19,399 $ a $317,387 
Service and Storage Material Sales .... — 189,127 13,035 — 202,162 
Total Revenues..............0.- — 487,115 32,434 — 519,549 
Operating Expenses: 
Cost of Sales (Excluding Depreciation) . — 242,537 18,393 — 260,930 
Selling, General and Administrative... . 258 122,276 6,414 — 128,948 
Depreciation and Amortization ....... — 61,248 4,174 — 65,422 
Total Operating Expenses ......... 258 426,061 28,981 — 455,300 
Operating Income (Loss) ............. (258) 61,054 3,453 — 64,249 
Interest Expense, net................ 1,457 51,655 1,313 — 54,425 
Equity in the (Earnings) Losses of 
Subsidiaries .................008. 12,504 (43) — (12,461) — 
Other (Expense) Income, net.......... — 50 (33) — 17 
Income (Loss) Before Provision 
(Benefit) for Income Taxes and 
Minority Interest................ (14,219) 9,492 2,107 12,461 9,841 
Provision for Income Taxes............ — 8,990 1,589 — 10,579 
Minority Interest in Earnings of 
Subsidiaries ................2-00- — — 322 — 322 
Income (Loss) from Continuing 
Operations ................0045 (14,219) 502 196 12,461 (1,060) 
Income from Discontinued Operations .. . — 241 — — 241 
Loss on Sale of Discontinued Operations . — (13,400) — — (13,400) 
Net Income (Loss) ................ $(14,219) $(12,657) $ 196 $ 12,461 $ (14,219) 
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5. Selected Consolidated Financial Statements of Parent, Guarantors and Non-Guarantors (Continued) 


Cash Flows from Operating Activities: 
Cash Flows Provided by (Used in) 
Operating Activities .............. 


Cash Flows from Investing Activities: 
Cash Paid for Acquisitions, net of cash 
Acquifed vacvucs sree ee ease oe oee s 
Capital Expenditures ............... 
Investment in Convertible Preferred Stock 
Intercompany Loans to Subsidiaries ..... 
Investment in Subsidiaries............ 
Additions to Customer Acquisition Costs . 
Proceeds from Sales of Property and 
Equipment ...............-.-.4. 


Cash Flows Used in Investing 
Activities 0... ee ee ee eee 


Cash Flows from Financing Activities: 
Repayment of Debt ................ 
Proceeds from Borrowings ........... 
Proceeds from Term Loans ........... 
Debt Financing and Equity Contribution 

from Minority Shareholder ......... 
Intercompany Loans from Parent....... 
Equity Contribution from Parent ....... 
Proceeds from Exercise of Stock Options . 
Debt Financing and Stock Issuance Costs . 


Cash Flows Provided by (Used in) 
Financing Activities ............. 


Effect of Exchange Rates on Cash and Cash 
Equivalents ..................... 


Increase (Decrease) in Cash and Cash 
Equivalents ..................... 


Cash and Cash Equivalents, Beginning of 
Period: 3:6. iced aaa eeeaeaan a ak Ga a ae 


Cash and Cash Equivalents, End of Period 


Year Ended December 31, 2000 


Canada 


Non- 


Parent Guarantors Company Guarantors Eliminations Consolidated 


$(101,411) $260,901 $(3,721) $1,835 $ — — $157,604 
(4,885) (85,343) (35,558) (15,154) — (140,940) 
(19,629) (127,255) (6,896) (14,926) — (168,706) 
— — (6,524) i = - (6,524) 
(259,462) (14,620) = — 274,082 = 
(3,047) (3,047) = = 6,094 = 
— (11,181) (1,509) (89) = (12,779) 

=. . $38 = 187 = 1,320 
(287,023) (246,837) (43,963) (29,982) 280,176 (327,629) 
(402,384) (174,200) (7,026) (13,134) — (596,744) 
397,085 971 1,149 5,788 — 404,993 
350,000 — 350,000 
_ <.  ALA30 = 11,430 

41,241 157,146 53,867 21,828 +~—- (274,082) = 
—. 3,047 — 3,047 (6,094) - 
8,180 af 8,180 
(5,497) 48 = = = (5,449) 
388,625 (12,988) 47,990 28,959 (280,176) ~—-172,410 
= = (4) (11) _ (15) 

191 1,076 302 801 = 2,370 

=. «2360 — 1,570 - 3,830 

191 $ 3336 $ 302 $2371 $ —  $ 6,200 


. $ 
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5. Selected Consolidated Financial Statements of Parent, Guarantors and Non-Guarantors (Continued) 


Cash Flows From Operating Activities 


Cash Flows Provided by (Used in) 
Continuing Operations.............. 

Cash Flows Used in Discontinued 
Operations ..................000. 


Cash Flows Provided by (Used in) 
Operating Activities .............. 


Cash Flows from Investing Activities: 


Cash Paid for Acquisitions, net of cash 
ACQUITEM 25 4. coe inert nd abe eee dam oe CEOS 
Capital Expenditures................0. 
Intercompany Loans to Subsidiaries ...... 
Investment in Subsidiaries ............. 
Additions to Customer Acquisition Costs .. . 


Cash Flows Used in Continuing 
Operations .................0.0. 

Cash Flows Provided by Discontinued 
Operations .................0.0. 


Cash Flows Used in Investing Activities . . 


Cash Flows from Financing Activities: 


Repayment of Debt ................. 
Proceeds from Borrowings ............. 
Debt Financing from Minority Shareholder . 
Net Proceeds from Sale of Senior 
Subordinated Notes................ 
Net Proceeds from Equity Offering ....... 
Repurchase of Common Stock .......... 
Intercompany Loans from Parent ........ 
Equity Contribution from Parent......... 
Proceeds from Exercise of Stock Options . . . 
Debt Financing and Stock Issuance Costs. . . 


Cash Flows Provided by Financing 
ACHIVITIES 5 3 Sie SSG hogan be tye 


Effect of Exchange Rates on Cash and Cash 


Equivalents .....................0.. 


Increase (Decrease) in Cash and Cash 


Equivalents ...................-04. 


Cash and Cash Equivalents, Beginning of 


Peri sis eo 3o ee cbse nee ee we eats 


Cash and Cash Equivalents, End of Period .. . 


Year Ended December 31, 1999 


Non- 

Parent Guarantors Guarantors Eliminations Consolidated 

$ (17,837) $ 73,389 $ 722 — $ 56,274 
= (836) = = (836) 

(17,837) 72,553 722 — 55,438 
(2,398) (132,078) (77,684) = (212,160) 
a (85,079) (13,578) = (98,657) 

(158,657) = 24 158,657 = 

(51,550) (51,550) = 103,100 = 
— (8,122) —_— —_— (8,122) 
(212,605) (276,829) (91,262) 261,757 (318,939) 

—_— 7,814 —_ — 7,814 
(212,605) (269,015) (91,262) 261,757 (311,125) 
(246,400) (916) (2,338) — (249,654) 

216,100 — 19,041 —_— 235,141 

— — 11,636 — 11,636 

149,460 — —_— — 149,460 

153,755 — —_— — 153,755 
(39,484) — — — (39,484) 

— 146,385 129799 (158,657) = 

Carag 51,550 51,550 (103,100) — 

3,589 —_— —_— — 3,589 
(6,590) = af 2 (6,590) 

230,430 197,019 92,161 (261,757) 257,853 
— — (51) — (51) 

(12) 557 1,570 = 2,115 

12 1,703 —_— — 1,715 

$ — $ 2,260 $ 1,570 — $ 3,830 
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6. Acquisitions 


On February 1, 2000, the Company completed its acquisition of Pierce Leahy in a stock-for-stock 
merger valued at $1.0 billion. The total consideration for this transaction was comprised of: 
(i) 18.8 million shares of the Company’s common stock with a fair value of $421.2 million; 
(ii) 1.6 million options to acquire the Company’s common stock with a fair value of $25.3 million; 
(iii) assumed debt with a fair value of $584.9 million; and (iv) approximately $4.3 million of capitalized 
transaction costs. 


The Company purchased substantially all of the assets and assumed certain liabilities of 15, 17 and 
12 records management businesses during 1998, 1999 and 2000, respectively. Each of these acquisitions 
was accounted for using the purchase method of accounting, and accordingly, the results of operations 
for each acquisition have been included in the consolidated results of the Company from their 
respective acquisition dates. The excess of the purchase price over the underlying fair value of the 
assets and liabilities of each acquisition has been assigned to goodwill and is being amortized over the 
estimated benefit period of 25 to 30 years. Consideration for the various acquisitions included: (i) cash, 
which was provided through the Company’s credit facilities, the Company’s 1998 and 1999 equity 
offerings and the issuance of the 10%%, 8%% and 8/%4% notes; (ii) issuances of the Company’s 
common stock and options to purchase the Company’s common stock; and (iii) certain net assets of 
businesses previously acquired. 


A summary of the consideration paid and the allocation of the purchase price of the acquisitions is 
as follows: 


1998 1999 2000 

1) 1 2116 | ean Pn $189,729 $212,160 $ 146,243 
Fair Value of Common Stock Issued ........... 2.002.000 eee 51,448 46,000 421,220 
Fair Value of Options Issued ............ 00.0.0 eee eee eee 15,655 — 25,291 
Fair Value of Debt Assumed ............ 00000 eee — — 584,906 
Fair Value of Certain Net Assets of Businesses Previously Acquired . 3,000 2,489 1,063 

Total Consideration .... 0.0.0... cc ee eee 259,832 260,649 1,178,723 
Fair Value of Assets Acquired ........ 0... 0... cee eee ee eee 89,053 110,206 436,206 
Liabilities Assumed... 1... ee eee (38,165) (92,044) (125,650) 

Fair Value of Net Assets Acquired ...............--00-00% 50,888 18,162 310,556 
Recorded’ Goodwill esse sce sien eee see ie eh cee a en ang a $208,944 $242,487 $ 868,167 


Allocation of the purchase price for the 2000 acquisitions was based on estimates of the fair value 
of net assets acquired, and is subject to adjustment. The purchase price allocations of certain 2000 
transactions are subject to finalization of the assessment of the fair value of property, plant and 
equipment, operating leases and deferred income taxes. The Company is not aware of any information 
that would indicate that the final purchase price allocations will differ significantly from preliminary 
estimates. 
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6. Acquisitions (Continued) 


The following unaudited pro forma combined information shows the results of the Company’s 
operations for the years ended December 31, 1999 and 2000 as though each of the significant 
acquisitions completed during 1999 and 2000 had occurred on January 1, 1999: 


1999 2000 
REVENUES esha thnus $5 S564 oe 2 Shee tees behets o4 $934,078 $1,049,221 
Net Loss from Continuing Operations Before Extraordinary 
NGI ate EES EEN tit EEN NES tN A ae GIR ss (6,876) (27,234) 
Loss from Continuing Operations Before Extraordinary Item 
per Share—Basic and Diluted ....................0.. (0.13) (0.50) 


The pro forma results have been prepared for comparative purposes only and are not necessarily 
indicative of the actual results of operations had the acquisitions taken place as of January 1, 1999 or 
the results that may occur in the future. Furthermore, the pro forma results do not give effect to all 
cost savings or incremental costs which may occur as a result of the integration and consolidation of 
the acquired businesses. Certain acquisitions completed in 1999 and 2000 are not included in the pro 
forma results as their effect was immaterial. 


In connection with the acquisitions completed in 1998, 1999 and 2000, the Company has 
undertaken certain restructurings of the acquired businesses. The restructuring activities include certain 
reductions in staffing levels, elimination of duplicate facilities and other costs associated with exiting 
certain activities of the acquired businesses. These restructuring activities were recorded as costs of the 
acquisitions and were provided in accordance with Emerging Issues Task Force Issue No. 95-3, 
“Recognition of Liabilities in Connection with a Purchase Business Combination.” The Company 
finalizes its restructuring plans for each business no later than one year from the date of acquisition. 
Unresolved matters at December 31, 2000 primarily include completion of planned abandonments of 
facilities and severances for certain acquisitions completed during 2000. 


The following is a summary of reserves related to such restructuring activities: 


1998 1999 2000 
Reserves, beginning of the year ................. $ 5,443 $10,482 $ 9,340 
Reserves established ........ 0.0.00. cee eee eens 11,368 4,234 31,409 
EXPONGIQUres faced a. rcs wee ea enelg aver ace eR are hn (4,690) (4,843) (7,539) 
Adjustments to goodwill... ...........02 0000s (1,639) (533) (4,696) 
Reserves, end of the year...............000000- $10,482 $9,340 $28,514 


At December 31, 1999 the restructuring reserves related to acquisitions consisted of lease losses on 
abandoned facilities ($4.8 million), severance costs for approximately 12 people ($1.5 million) and other 
exit costs ($3.0 million). These accruals are expected to be used within one year of the finalization of 
the restructuring plan except for lease losses of $4.6 million and severance contracts of approximately 
$1.1 million, all of which are based on contracts that extend beyond one year. 
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6. Acquisitions (Continued) 


At December 31, 2000 the restructuring reserves related to acquisitions consisted of lease losses on 
abandoned facilities ($18.4 million), severance costs for approximately 17 people ($3.2 million) and 
move and other exit costs ($6.9 million). These accruals are expected to be used within one year of the 
finalization of the restructuring plan except for lease losses of $11.1 million and severance contracts of 
approximately $0.7 million, all of which are based on contracts that extend beyond one year. 


7. Capital Stock and Stock Options 
a. Capital Stock 


On May 17, 1999, the Company issued and sold an aggregate of 5,750,000 shares (including 
750,000 shares to cover over-allotments) of its common stock in an underwritten public offering. Net 
proceeds to the Company after deducting underwriters’ discounts and commissions were $153.8 million 
and were used to repay outstanding bank debt, to repurchase all of the Company’s common stock 
issued in connection with the acquisition of Data Base, Inc. completed in 1999 and for general 
corporate purposes. 


The following table summarizes the number of shares authorized, issued and outstanding for each 
issue of the Company’s capital stock as of December 31: 


Authorized Number of Shares Issued Outstanding 


P; 
Equity Type Value 1999 2000 1999 2000 1999 2000 
Preferred stock ......... $.01 2,000,000 10,000,000 — — — — 
Common stock—voting ... .01 100,000,000 150,000,000 36,943,612 55,279,898 35,467,035 55,279,898 


Common stock—nonvoting. .01 — 1,000,000 — — — — — 
b. Stock Options 


A total of 6,667,664 shares of common stock have been reserved for grants of options and other 
rights under the Company’s various stock incentive plans and employee stock purchase plan. 


During 2000, the Company assumed the two existing stock option plans of Pierce Leahy, resulting 
in 1.6 million additional stock options outstanding. The options were accounted for as additional 
purchase price at their fair value. 


During 1998, the Company assumed two existing stock option plans from an acquired company 
and options under the existing plans were converted into options to purchase 885,944 shares of the 
Company’s common stock under such plans. No new options may be issued under these plans. The 
options were accounted for as additional purchase price based on the fair value of the options when 
issued. 
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7. Capital Stock and Stock Options (Continued) 


The following is a summary of stock option transactions, including those issued to employees of 
acquired companies, during the applicable periods, excluding transactions under the employee stock 
purchase plan: 


Weighted Average 


Options Exercise Price 
Options outstanding, December 31, 1997............ 1,676,048 $12.17 
Granted i863. a seh ob leg Vd tw iesthis Sealed aude Uae dane 287,074 25.41 
Issued in Connection With Acquisitions............. 885,944 7.68 
EXCL CISC vn ssc het send ne Ges a peter scab gle eed vam ange, Ghee comic aee (566,615) 7.88 
Canceled. ss, 3. a:¢:i tess neeo edeg ot eo, arses Sane e odes dae d (116,132) 12.36 
Options outstanding, December 31, 1998 ............ 2,166,319 13.21 
GrANte MSs sce s5.9 ie: arte ste SS ache Mle eM Geen Susie od Siw BK 442,043 32.07 
EXCICISCC 85/55. Sepugeta. lane 4, Soh Seca ei Sea Sa ake bd ena (263,281) 10.86 
Canceled i scsana are Gibran tee oie aa vertu erie Ure eooe and (90,276) 20.27 
Options outstanding, December 31, 1999 ............ 2,254,805 16.91 
Granted se 3. fei eed oh dee me eiesd se pce ese Rad pon ee See 560,491 33.40 
Issued in Connection With Acquisitions............. 1,644,760 10.99 
EXCrCiseds. 22k ay ks ad Bat alts Midi diay ade wn idsaed Bia atte Bios (903,317) 7.07 
Canceled! rie larivcrcteus ui vere e sieals wecrdegs foes Ree aio (191,044) 26.70 
Options outstanding, December 31, 2000............ 3,365,695 18.83 


Except for the options granted in connection with acquisitions, the stock options were granted with 
exercise prices equal to the market price of the stock at the date of grant. The majority of options 
become exercisable ratably over a period of five years unless the holder terminates employment. The 
number of shares available for grant at December 31, 2000 was 1,833,949. 


Effective January 1, 1996, the Company adopted the provisions of SFAS No. 123, “Accounting for 
Stock-Based Compensation.” The Company has elected to continue to account for stock options issued 
to employees at their intrinsic value with disclosure of fair value accounting on net loss and loss per 
share on a pro forma basis. Had the Company elected to recognize compensation cost based on the 
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7. Capital Stock and Stock Options (Continued) 


fair value of the options granted at grant date as prescribed by SFAS No. 123, net loss and net loss per 
share would have been increased to the pro forma amounts indicated in the table below: 


Year Ended December 31, 


1998 1999 2000 

Loss from continuing operations, as reported ...... $(3,167) $ (1,060) $(24,933) 
Loss from continuing operations, pro forma ....... (4,071) (2,486) = (27,877) 
Net loss, as reported ..............- 020. e eee (2,966) (14,219) (27,825) 
Net loss, pro forma ............ 0.00 e eee ee eee (3,870) (15,645) (30,769) 
Loss from continuing operations—basic and diluted, 

AS TEpOrted . 2... dice ed Meee sah wees ree Sand Bae (0.12) (0.03) (0.47) 
Loss from continuing operations—basic and diluted, 

PLOMOPMA. «2. Beek Ele ls Se Bee Sle (0.15) (0.07) (0.52) 
Net loss per share—basic and diluted, as reported... (0.11) (0.43) (0.52) 
Net loss per share—basic and diluted, pro forma... . (0.14) (0.47) (0.58) 


The weighted average fair value of options granted in 1998, 1999 and 2000 was $8.92, $12.31 and 
$12.99 per share, respectively. The values were estimated on the date of grant using the Black-Scholes 
option pricing model. The following table summarizes the weighted average assumptions used for 
grants in the year ended December 31: 


Assumption 1998 1999 2000 
Expected volatility ....................00.. 28.4% 31.5% 31.5% 
Risk-free interest rate 2... 00... 2. ee, 5.11 5.69 5.99 
Expected dividend yield .................... None None None 
Expected life of the option.................. 5.0 years 5.0 years 5.0 years 


The following table summarizes additional information regarding options outstanding and 
exercisable at December 31, 2000: 


Outstanding 
Weighted Exercisable 

Average Weighted Weighted 
Remaining Average Average 
Range of Contractual Life Exercise Exercise 

Exercise Prices Number (in Years) Price Number Price 
$0:75 tO: S087 eiie vests yb ea takes 22,849 6.0 $ 0.87 22,849 $ 0.87 
$432 TOS5.77 so ccs eis Aca he tc Bays 786,865 3.1 4.75 786,603 4.75 
$6.63 to $9.10........ 0.0.00 eee 126,752 4.2 8.32 123,807 8.32 
$10.25 to $10.94 ............0..00.4. 584,752 5.5 10.42 476,419 10.44 
$17.17-10: $25.03 vie. 5 acy. sel) Fe se doaeeieas hal 694,833 6.8 21.49 324,966 21.33 
$27-AI M0 $36.31 oe cs ad Hace cota ee es 1,149,644 9.1 32.64 166,789 31.29 
3,365,695 6.4 18.83 1,901,433 11.52 
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8. Income (Loss) Per Share—Basic and Diluted 


In accordance with SFAS No. 128, basic income (loss) per share is calculated by dividing income 
(loss) available to shareholders by the weighted average number of shares outstanding. The calculation 
of diluted income (loss) per share is consistent with that of basic income (loss) per share but gives 
effect to all dilutive potential shares (that is, securities such as options, warrants or convertible 
securities) that were outstanding during the period, unless the effect is antidilutive. 


Because their effect is antidilutive, 2,166,319, 2,254,805 and 3,365,695 shares of potential common 
stock underlying outstanding options have been excluded from the above calculation for the years 
ended December 31, 1998, 1999 and 2000, respectively. 


9. Discontinued Operations 


In June 1999, in order to focus on its records and information management services (“RIMS”) 
business, the Company decided to sell its information technology staffing business (“IT Staffing”’), 
Arcus Staffing Resources, Inc. (“Arcus Staffing”), which was acquired in January 1998 as part of the 
acquisition of Arcus Group, Inc. (“Arcus Group”). Effective November 1, 1999, the Company 
completed the sale of substantially all of the assets of Arcus Staffing. The terms of the sale include 
contingent payments for a period of 18 months which may result in a revision of the recorded loss 
during 2001. In accordance with the provisions of Accounting Principles Board Opinion No. 30, the sale 
of Arcus Staffing was accounted for as a discontinued operation. Accordingly, the Arcus Staffing 
operations were segregated from the Company’s continuing operations and reported as a separate line 
item on the Company’s consolidated statement of operations. The following table sets forth the revenue 
and net income from discontinued operations for the year ended December 31, 1998 and the ten 
months ended October 31, 1999: 


1998 1999 
REVENUES, cSeasced ye oote- a easter ee eagle eo Ses. Daas $39,551 $35,455 
Income from Discontinued Operations, net of tax benefit ...... 201 241 


In 1999, the Company has recorded an estimated loss on the sale of Arcus Staffing of $13,400, 
comprised of a write-off of goodwill, a deferred tax benefit and estimated expenses directly related to 
the transaction partially offset by the estimated income from operations of Arcus Staffing through the 
date of disposition. The Company will continue to assess the adequacy of the remaining liabilities as 
certain contingencies are resolved and final contingent consideration is revised. 


10. Income Taxes 


The Company accounts for income taxes in accordance with SFAS No. 109, “Accounting for 
Income Taxes,” which requires the recognition of deferred tax assets and liabilities for the expected tax 
consequences of temporary differences between the tax and financial reporting basis of assets and 
liabilities. 
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10. Income Taxes (Continued) 


The components of income (loss) from continuing operations before provision for income taxes 
and minority interest are: 


1998 1999 2000 
DOMESUC (65 hh tekis he Bee kde Be Go tnt hy Kao HS $3,391 $7,606 $(13,121) 
POPC GD fio6S saitte iy eb Gia eS Hee ea ROE es — 2,235 (4,911) 


$3,391 $9,841  $(18,032) 


The Company has estimated federal net operating loss carryforwards of approximately $128,000 at 
December 31, 2000 to reduce future federal income taxes, if any, which begin to expire in 2005. The 
preceding net operating loss carryforwards do not include potential preacquisition net operating loss 
carryforwards of Arcus Group and certain other foreign acquisitions. Any tax benefit related to these 
loss carryforwards will be recorded as a reduction of goodwill, if and when realized. The Company also 
has estimated state net operating loss carryforwards of approximately $164,608. The state net operating 
loss carryforwards are subject to a valuation allowance of approximately 47%. Additionally, the 
Company has alternative minimum tax credit carryforwards of $587, which have no expiration date and 
are available to reduce future income taxes, if any. 


The tax effects of temporary differences that give rise to significant portions of the deferred tax 
assets and deferred tax liabilities are presented below: 


December 31, 


1999 2000 
Deferred Tax Assets: 
Accrued liabilities... 0.0.0 0 ccc ee ee eee $ 8,812 $ 18,228 
Deéferted rent. ws fick eede s So GOK Shere Ss ob Soe SUE OH 4,316 6,907 
Net operating loss carryforwards ..................., 21,857 52,958 
AMEE Credit seceded bt os te See EE ee OS 587 587 
Other er. re 8 ee ES SA eR ER Se 8 6,606 22,893 


42,178 101,573 
Deferred Tax Liabilities: 


Other assets, principally due to differences in amortization . (9,727) (19,507) 
Plant and equipment, principally due to differences in 

AEPLeCiations 33... hse tee teete Beene ae AROS Hee Bale Sees (29,619) = (79,291) 

Customer acquisition costs ......... 0.000 (6,564) (10,733) 

(45,910) (109,531) 

Net deferred tax liability ...................2..000. $ (3,732) $ (7,958) 


The Company receives a tax deduction upon exercise of non-qualified stock options by employees 
for the difference between the exercise price and the market price of the underlying common stock on 
the date of exercise, which is included in the net operating loss carryforwards above. During the year, 
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10. Income Taxes (Continued) 


the Company recognized $8,694 of tax benefit related to the exercise of non-qualified stock options, the 
value of which was included as part of the purchase price of certain businesses. 


This benefit was used to reduce goodwill of acquired companies in 2000. In addition, $476 of tax 
benefit relate to the exercise of options was credited to equity during the year. 


The Company and its U.S. subsidiaries file a consolidated federal income tax return. The provision 
for income tax consists of the following components: 


Year Ended December 31, 


1998 1999 2000 
Federal—current.. 2... 0. cc ee eee nen $ — $ ~—~ $ — 
Federal—deferred... 0... 0. cece ee es 4,509 6,304 5,404 
State—CUITONE op id ik oe ee wb ES A 505 645 1,301 
State—deferred ...... 0... 0c cee ee ee eee 1,544 2,041 2,018 
OTCIS I 2. fook sheets Pansgen Sree elie rassecton scare oop onidon Se we Sigs — 1,589 402 


$6,558 $10,579 $9,125 


A reconciliation of total income tax expense and the amount computed by applying the federal 
income tax rate of 34%, 34% and 35% to income (loss) before income taxes for the year ended 
December 31, 1998, 1999 and 2000, respectively, is as follows: 


Year Ended December 31, 


1998 1999 2000 

Computed “expected” tax provision (benefit) ........ $1,153 $ 3,346 $(6,311) 
Increase in income taxes resulting from: 

State taxes (net of federal tax benefit)............ 1,367 1,726 2,157 

Nondeductible goodwill amortization............. 3,675 5,025 11,002 

Foreign currency gain (loss) ................... — — 1,621 

Foreign tax rate and tax law differential........... — 104 586 

Other net 4:08 weadawe eeu os sed PEGA SAE ea oe Med 363 378 70 


$6,558 $10,579 $ 9,125 
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11. Quarterly Results of Operations (Unaudited) 


Quarter Ended March 31 June 30 Sept. 30 Dec. 31 
1999 
REVETIUCS Ss) eta ine soe oath ede See ee Ae oe pe hdd Sey $109,371 $131,765 $136,907 $141,506 
GrOss: Prolit, 05 s.65 Se Gh aid oh So ho, BL Se eae Sede RSE 54,936 65,598 67,681 70,404 
Income (Loss) from continuing operations ............ (248) (1,395) 999 (416) 
NEU 1OSS: jo. Jon Ph Ae hit irk Dit REO od (149) (10,653) (3,001) (416) 
Income (Loss) per share from continuing operations— 

basic and diluted. ....... 0.2... 0.0.00. (0.01) (0.04) 0.03 (0.01) 
Net loss per share—basic and diluted................ (0.01) (0.32) (0.08) (0.01) 
2000 
ReEVemUeS ss sce.3c2 aie op ea Ad ea tates Sie de Soe $212,137 $252,565 $256,133 $265,536 
Gross: profit 2. soc ces eee ehh eases eee ehe 107,679 130,592 131,054 134,275 
Income (Loss) from continuing operations before 

extraordinary item ......... 00.0.0... 0. eee eee (5,383) (28,245) 4,599 4,096 
Net income (loss) .......... 0... cece eee eee eee (5,383) (28,245) 1,707 4,096 
Income (Loss) per share from continuing operations 

before extraordinary item—basic and diluted......... (0.11) (0.52) 0.08 0.07 
Net income (loss) per share—basic and diluted ........ (0.11) (0.52) 0.03 0.07 


12. Segment Information 


During the fourth quarter of 2000, the Company began to operate in nine operating segments, 
based on their economic environment, geographic area, the nature of their services and the nature of 
their processes: 


Business Records Management—the storage of paper documents, as well as all other 
non-electronic media such as microfilm and microfiche, master audio and videotapes, film, 
X-rays and blueprints, including healthcare information services, vital records services and 
service and courier operations 


Data Security Services—the storage and rotation of back-up computer media as part of 
corporate disaster and business recovery plans, including service and courier operations 


Confidential Destruction—the shredding of sensitive documents for corporate customers 


Fulfillment—the storage of customer marketing literature and delivery to sales offices, trade 
shows and prospective customers’ sites based on current and prospective customer orders; the 
assembly of custom marketing packages and orders; the management and detailed reporting on 
customer marketing literature inventories 


Digital Archiving Services—electronic storage and related services for computer media, primarily 
computer tapes, optical disks and digital records 


Europe—business records management and data security services throughout Europe 
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12. Segment Information (Continued) 
* Canada—business records management throughout Canada 
* South America—business records management throughout South America 
* Mexico—business records management throughout Mexico 


The Europe, Canada, South America and Mexico operating segments do not individually meet the 
quantitative thresholds for a reporting segment, but have been aggregated and reported as one 
reporting segment, “International,” given their similar economic characteristics, products, customers 
and processes. The Confidential Destruction, Fulfillment and Digital Archiving Services operating 
segments do not meet the quantitative thresholds for a reportable segment and thus are included in the 
“Corporate and Other” category. The Company evaluates performance and allocates resources based 
on earnings before interest, taxes, depreciation, amortization, extraordinary items, other income, 
merger-related expenses and stock option compensation expense (“EBITDA”). Corporate items include 
non-operating overhead, corporate general and administrative expenses, non-allocated operating 
expenses and intersegment eliminations. Corporate assets are principally cash and cash equivalents, 
prepaid items, certain non-operating fixed assets, certain non-allocated goodwill, deferred income taxes, 
certain non-trade receivables, certain intersegment receivables, and deferred financing costs. The 
accounting policies of the reportable segments are the same as those described in Note 2 of Notes to 
Consolidated Financial Statements, with the exception of: (i) certain costs allocated by Corporate to the 
Business Records Management and Data Security Services segments based on allocation rates set at the 
beginning of each year; and (ii) certain non-cash charges (such as deferred lease amortization) 
maintained at Corporate. 


An analysis of the Company’s business segment information to the respective information in the 
consolidated financial statements is as follows: 


Business 
Records Data Security Corporate Total 
Management Services International & Other Consolidated 

1999 
Revenue ........ $345,574 $143,057 $ 31,618 $ (700) $ 519,549 
EBITDA........ 90,041 36,975 7,348 (4,693) 129,671 
Total Assets ..... 346,032 54,014 163,147 754,019 1,317,212 
2000 
Revenue ........ 674,704 167,607 116,687 27,373 986,371 
EBITDA........ 190,141 42,162 20,623 4,115 257,041 
Total Assets ..... 763,419 69,858 382,994 1,442,825 2,659,096 


The information in the foregoing table does not include 1998 data because it would be impractical 
to obtain. 
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12. Segment Information (Continued) 


A reconciliation from the segment information to the consolidated balances for income (loss) from 
continuing operations before provision for income taxes and minority interest is as follows: 


1999 2000 
EBITDA Sg eared Slee be yg EGS Ee MS OE wie WEEE Bh $129,671 $ 257,041 
Depreciation and Amortization...................004- (65,422) (126,810) 
Stock Option Compensation Expense .................. — (15,110) 
Merger-related Expenses ................ 00000000005 — (9,133) 
Interest EXpense: ss: 5s siete Hew les he See BEE Cee Ses (54,425) (117,975) 
Other Income (Expense), net ............. 0. cere eee 17 (6,045) 
Income (Loss) from Continuing Operations Before 
Provision for Income Taxes and Minority Interest ...... $ 9,841 $ (18,032) 


Information as to the Company’s operations in different geographical areas is as follows: 


1998 1999 2000 
Revenues: 
United ‘States: iced socked oes Se SOE Hd is $381,959 $ 487,931 $ 869,684 
International ..... 2.0... . cee ee ee eee 2,002 31,618 116,687 
Total Revenues .............0..0 000008 $383,961 $ 519,549 $ 986,371 
Long-lived Assets: 
United ‘States: wie soles ee eens Oa Fe as $822,963 $1,018,943 $2,050,257 
International... .. 0.0... ee eee 485 154,605 372,171 
Total Long-lived Assets...............-. $823,448 $1,173,548 $2,422,428 


13. Commitments and Contingencies 
a. Leases 


The Company leases most of its facilities under various operating leases. A majority of these leases 
have renewal options of five to ten years and have either fixed or Consumer Price Index escalation 
clauses. The Company also leases equipment under operating leases, primarily computers which have 
an average lease life of three years. Trucks and office equipment are also leased and have remaining 
lease lives ranging from one to seven years. Rent expense was $47,049, $59,113 and $111,001 for the 
years ended December 31, 1998, 1999 and 2000, respectively. 
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13. Commitments and Contingencies (Continued) 


Minimum future lease payments are as follows: 


Year Operating 
ZO Trestle one ah Deda oan te eats ale ioe eth eda Lee tele als 5on tA Dak oc. teat $118,318 
LOO 2 8 inn ile Se edi or ny Suse cards Gan heir a ed dh OTe ig hes ae OMe TOM tin hor by Heeger: a8 106,598 
QOS aie ae od. Sass. ahd 4, G28 rca ele! Gee tagade dane hy Sob Grace afd 4p ge ahh, SSS 96,516 
LODE 22 Soresi tent ue Oxia gen dey oc Dein sgcher § cee le Saige oes cae Deeasabctend ciate Oxy gen eee cs Ss 86,529 
QUOD ied ate Le oe EAS tA aE AERTS SPIE IS PIG te 2 Ne eae the 72,541 
THE TE AMER soca sas ya iors ha Rab Heed ee Sy eee Be atten em 307,456 
Total minimum lease payments........... 0.0.0.0... eee eee eee $787,958 


Included in the lease commitments disclosed in the preceding paragraph are certain five-year 
operating lease agreements signed in 1998, 1999 and 2000 for specified records storage warehouses. At 
the end of the lease term, the Company, at its option, may: (i) negotiate a renewal of the lease; 

(ii) purchase the properties at a price equal to the lessor’s original cost (approximately $74.3 million); 
or (iii) allow the lease to expire and cause the properties to be sold. The Company’s ability to cause 
the properties to be sold depends upon its compliance with certain terms of the lease. Under certain 
conditions, the Company would receive any excess of the net sales proceeds over the properties’ 
original cost. In the event that the net sales proceeds are less than 85% of the properties’ original cost, 
the Company would make certain contingent rental payments to the lessor equal to that difference, 
subject to a maximum amount. 


b. Facility Fire 


In March 1997, the Company experienced three fires, all of which authorities have determined 
were caused by arson. These fires resulted in damage to one and destruction of the Company’s other 
RIMS facility in South Brunswick Township, New Jersey. 


Some of the Company’s customers or their insurance carriers have asserted claims as a 
consequence of the destruction of or damage to their records as a result of the fires, some of which 
allege negligence or other culpability on the part of the Company. The Company has received notices 
of claims and lawsuits filed by customers and abutters seeking damages against the Company and to 
rescind their written contracts with the Company. The Company denies any liability as a result of the 
destruction of or damage to customer records as a result of the fires, which were beyond its control, 
and intends to vigorously defend itself against these and any other lawsuits that may arise. The 
Company is also pursuing coverage of these claims and lawsuits with its various insurers. The claims 
process is lengthy and its outcome cannot be predicted with certainty. 


Based on its present assessment of the situation, management, after consultation with legal 
counsel, does not believe that the fires will have a material adverse effect on the Company’s financial 
condition or results of operations, although there can be no assurance in this regard. 
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13. Commitments and Contingencies (Continued) 


In June 1998, the Company settled several insurance claims, including a significant claim under its 
business interruption policy, related to the fires. Other income, net, for the year ended December 31, 
1998 includes a $1.7 million gain related to the settlement. 


c. Other Litigation 


The Company is presently involved as a defendant in various litigation which has occurred in the 
normal course of business. Management believes it has meritorious defenses in all such actions, and in 
any event, the amount of damages, if such matters were decided adversely, would not have a material 
adverse effect on the Company’s financial condition or results of operations. 


14. Related Party Transactions 


The Company leases space to an affiliated company, Schooner Capital LLC (“Schooner’’), for its 
corporate headquarters located in Boston, Massachusetts. For the years ended December 31, 1998, 
1999 and 2000, Schooner paid the Company rent totaling $90, $94 and $96, respectively. Prior to 1999, 
the Company leased one facility from a landlord who was a related party. The rental payments for the 
year ended December 31, 1998 for this facility totaled $99. The Company leases facilities from three 
separate limited partnerships, whose general partner is a related party. The aggregate rental payment 
by the Company for such facilities during 2000 was $1,684. In the opinion of management, all of these 
leases were entered into at market prices and terms. 


The Company has an agreement with a shareholder that requires pension payments of $8 per 
month until the later of the death of the shareholder or his spouse. The total benefit is recorded in 
accrued expenses in the accompanying consolidated balance sheets. 


Effective December 1, 2000, the Company sold its wholly owned UK subsidiary Datavault Limited 
(acquired in the Pierce Leahy merger) to its 50.1% owned subsidiary, Iron Mountain Europe, in 
exchange for approximately $18 million of Iron Mountain Europe stock and debt of approximately 
$14 million. In connection with this transaction, the Company’s 49.9% partner in Iron Mountain 
Europe also contributed approximately $18 million dollars to Iron Mountain Europe in exchange for 
additional shares. 


The transaction has been accounted for as a transfer between entities under common control and, 
therefore, the results of operations and balance sheet of Datavault Limited have been included in the 
Company’s consolidated financial statements through December 31, 2000. 


15. Employee Benefit Plans 


a. Iron Mountain Companies 401(k) Plan 


The Company has a defined contribution plan, which generally covers all non-union U.S. 
employees meeting certain service requirements. Eligible employees may elect to defer from 1% to 
20% of compensation per pay period up to the amount allowed by the Internal Revenue Code. The 
Company makes matching contributions based on the amount of an employee’s contribution, according 
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15. Employee Benefit Plans (Continued) 


to a schedule as described in the plan document. The Company has expensed $910, $1,890 and $2,646 
for the years ended December 31, 1998, 1999 and 2000, respectively. 


b. Employee Stock Purchase Plan 


On March 23, 1998, the Company introduced an employee stock purchase plan (the “Plan’’), which 
is available for participation by substantially all employees who have met certain service requirements. 
The Plan was approved by the shareholders of the Company on May 28, 1998 and commenced 
operations on October 1, 1998. The Plan provides a way for eligible employees of the Company to 
become shareholders of the Company on favorable terms. The Plan provides for the purchase of up to 
375,000 shares of the Company’s common stock by eligible employees through successive offering 
periods. At the start of each offering period, participating employees are granted options to acquire the 
Company’s common stock. During each offering period, participating employees accumulate after-tax 
payroll contributions, up to a maximum of 15% of their compensation, to pay the exercise price of their 
options. At the end of the offering period, outstanding options are exercised, and each employee’s 
accumulated contributions are used to purchase common stock of the Company. The price for shares 
purchased under the Plan is 85% of their market price at either the beginning or the end of the 
offering period, whichever is lower. There were 0, 50,907 and 93,246 shares purchased under the Plan 
for the years ended December 31, 1998, 1999 and 2000, respectively. 


16. Noncash Transactions 


The Company used the following as part of the consideration paid for certain acquisitions: 


1998 1999 2000 
Fair Value of Common Stock Issued ............. $51,448 $46,000 $421,220 
Fair Value of Options Issued .................. 15,655 — 25,291 
Fair Value of Debt Assumed................... — — 584,906 
Fair Value of Certain Net Assets of Businesses 
Previously Acquired ...................000. 3,000 2,489 1,063 


In December 1998, the Company entered into a foreign currency exchange agreement and has 
recorded an asset and a liability based upon the exchange rates as of December 31, 1998. A cash 
settlement of the agreement occurred in January 1999. 


See Note 6 for liabilities assumed in acquisitions. 


17. Subsequent Event 


In January 2001, the Company entered into two interest rate swap agreements, which have 
notional values of $96,000 and $47,500, respectively, to hedge its interest rate risk on its Tranche B 
debt as well as certain variable operating lease commitments. The interest rate swap agreements will be 
accounted for in accordance with the Company’s adoption of SFAS 133 effective on January 1, 2001. 


72 


REPORT OF THE INDEPENDENT AUDITORS 


To the Board of Directors of Iron Mountain Europe Limited: 


We have audited the consolidated balance sheets of Iron Mountain Europe Limited as of 
October 31, 1999 and 2000, and the related consolidated statements of operations, stockholders’ equity 
and comprehensive loss and cash flows (not presented separately herein) for the year ended 
October 31, 2000 and the ten months ended October 31, 1999. These consolidated financial statements 
are the responsibility of the management of Iron Mountain Europe Limited. Our responsibility is to 
express an opinion on these financial statements based on our audits. 


We conducted our audits in accordance with auditing standards generally accepted in the United 
States. Those standards require that we plan and perform the audit to obtain reasonable assurance 
about whether the financial statements are free from material misstatement. An audit includes 
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. 
An audit also includes assessing the accounting principles used and significant estimates made by 
management, as well as evaluating the overall financial statement presentation. We believe that our 
audits provide a reasonable basis for our opinion. 


In our opinion, the consolidated financial statements referred to above present fairly, in all 
material respects, the consolidated financial position of Iron Mountain Europe Limited at October 31, 
1999 and 2000 and the consolidated results of their operations and their consolidated cash flows (not 
presented separately herein) for the year ended October 31, 2000 and the ten months ended 
October 31, 1999, in conformity with generally accepted accounting principles in the United States. 


RSM ROBSON RHODES 


Chartered Accountants 
Birmingham, England 


February 23, 2001 
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REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS 


To the Board of Directors of 
Iron Mountain Incorporated: 


We have audited, in accordance with auditing standards generally accepted in the United States, 
the consolidated financial statements of Iron Mountain Incorporated (a Pennsylvania corporation) for 
each of the three years in the period ended December 31, 2000 and have issued our report thereon 
dated February 23, 2001. Our audits were made for the purpose of forming an opinion on those basic 
financial statements taken as a whole. The supplemental schedule listed in the accompanying index is 
the responsibility of Iron Mountain Incorporated’s management and is presented for purposes of 
complying with the Securities and Exchange Commission’s rules and regulations under the Securities 
Exchange Act of 1934 and is not a required part of the basic financial statements. The supplemental 
schedule has been subjected to the auditing procedures applied in our audits of the basic financial 
statements and, in our opinion, is fairly stated, in all material respects, in relation to the basic financial 
statements taken as a whole. 


ARTHUR ANDERSEN LLP 


Boston, Massachusetts 
February 23, 2001 
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Schedule II 
IRON MOUNTAIN INCORPORATED 
Valuation and Qualifying Accounts 
(In thousands) 


Balance at Balance at 
Beginning of Charged to Other End of the 
Year Ended December 31, the Year Expense Additions(1) Deductions Year 
Allowance for doubtful accounts and credit 
memos 
LOO 88 5 bide ice lhe hi tehoe wi eh Cog a Re $1,929 $1,730 $834 $(1,177) $3,316 
TOO ies eneeete ee a aria ng ob nce ites el oe ap i Oe ee 3,316 2,733 336 (645) 5,740 
DOOD sce, ser ess8 he dy Rea a ve SHAE aS te OR GTER Ake 5,740 9,714 535 — 15,989 
Balance at Balance at 
Beginning of End of the 
Year Ended December 31, the Year Additions Deductions Adjustments(2) Year 
Reserve for restructuring activities: 
1S) ne eA ne Mr ne eee erie $ 5,443 $11,368 $(4,690) $(1,639) $10,482 
(OOO te ae AU teh a NIA Roe BUSI Ha ao dts A 10,482 4,234 (4,843) (533) 9,340 
DOO. oe sitersnicSegeeig cae incon we Bouchet ideale & 9,340 31,409 (7,539) (4,696) 28,514 


(1) Includes allowance of businesses acquired during the year as described in Note 6 of Notes to 
Consolidated Financial Statements. 


(2) The adjustments represent changes to goodwill as a result of management’s finalizing its 
restructuring plan within one year of each acquisition. 
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SIGNATURES 


Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the 
registrant has duly caused this report to be signed on its behalf by the undersigned, thereunto duly 
authorized. 


IRON MOUNTAIN INCORPORATED 


By: /s/ C. RICHARD REESE 


C. Richard Reese 
Chairman of the Board, 
Chief Executive Officer and President 


Dated: March 23, 2001 


Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed 
below by the following persons on behalf of the registrant and in the capacities and on the dates 
indicated. 


Name Title Date 
/s/ C. RICHARD REESE Chairman, and Chief March 23, 2001 
C: Richard Reesé Executive Officer, 


President and Director 


/s/ JOHN F. KENNY, JR. Executive Vice President, March 23, 2001 
John F. Kenny, Jr. Chief Financial Officer and 
: Director 
/s/ CLARKE H. BAILEY Director March 23, 2001 


Clarke H. Bailey 


/s/ CONSTANTIN R. BODEN Director March 23, 2001 


Constantin R. Boden 


/s/ KENT P. DAUTEN Director March 23, 2001 
Kent P. Dauten 


Director March _, 2001 


Eugene B. Doggett 
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Name Title Date 


/s/ B. THOMAS GOLISANO Director March 23, 2001 


B. Thomas Golisano 


/s/ ARTHUR D. LITTLE Director March 23, 2001 


Arthur D. Little 


/s/ J. PETER PIERCE Director March 23, 2001 


J. Peter Pierce 


/s/ HOWARD D. Ross Director March 23, 2001 


Howard D. Ross 


/s/ VINCENT J. RYAN Director March 23, 2001 


Vincent J. Ryan 
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INDEX TO EXHIBITS 


Certain exhibits indicated below are incorporated by reference to documents we have filed with the 
Securities and Exchange Commission (the ““Commission”). Exhibit numbers in parentheses refer to the 
exhibit numbers in the applicable filing (which are identified in the footnotes appearing at the end of 
this index). Each exhibit marked by a pound sign (#) is a management contract or compensatory plan. 


Exhibit 
No. Item Exhibit 


2.1 Purchase Agreement, dated November 13, 2000, by and among Iron Filed herewith as 
Mountain Canada Corporation, Iron Mountain Records Management, Inc. Exhibit 2.1 
(“IMRM”’), FACS Records Storage Income Fund, FACS Records Centre Inc. 
and 3796281 Canada Inc. 


2.2 Asset Purchase and Sale Agreement, dated February 18, 2000, by and among QA) 
IMRM, Data Storage Center, Inc., DSC of Florida, Inc., DSC of 
Massachusetts, Inc., and Suddath Van Lines, Inc. 


2.3. Amendment No. 1 to Asset Purchase and Sale Agreement, dated May 1, (21) 
2000, by and among IMRM, Data Storage Center, Inc., DSC of Florida, Inc., 
DSC of Massachusetts, Inc., Suddath Van Lines, Inc. and Suddath Family 
Trust U/A 11/8/79. 


2.4 Agreement and Plan of Merger, dated as of October 20, 1999, by and Q.1y 
between the Company and Pierce Leahy. 
2.5, Stock Purchase Agreement, dated as of April 1, 1999, by and among IMRM, (2.2)? 


First American Records Management, Inc. and all of the stockholders of First 
American Records Management, Inc. (confidential treatment granted as to 
certain portions). 


2.6 Stock Purchase Agreement, dated as of February 28, 1999, by and among the (2.10) 
Company, Data Base, Inc. (“Data Base’’) and all of the stockholders of Data 
Base. (confidential treatment granted as to certain portions). 


2.7 First Amendment to Stock Purchase Agreement, dated as of April 8, 1999, by (10.1) 
and among the Company, Data Base and all of the stockholders of Data 
Base. 

2.8 Share Purchase Agreement, dated February 26, 1999, among Charles Greaves (10.14)?! 


Stuart-Menteth and Others, Pierce Leahy Europe Limited and Eagle Trustees 
Limited, as the Sole Trustee of the Stuart-Menteth Family Trust. 


3.1 Amended and Restated Articles of Incorporation of the Company. (Annex D)?! 

3.2 Amended and Restated Bylaws of the Company. (Annex E)”! 

4.1 Form of Senior Indenture. (4.1)°° 

4.2 Form of Subordinated Indenture. (4.2)76 

4.3 Form of stock certificate representing shares of Common Stock, $.01 par (4.1)? 
value per share, of the Company. 

9.0 Amended and Restated Voting Trust Agreement, dated as of February 28, (9.0)!8 


1998, by and among certain shareholders of the Company. (#) 
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Exhibit 


No. Item Exhibit 
10.1 Shareholders’ Agreement, dated as of October 20, 1999, among the (Annex B)! 
Company, Pierce Leahy, and those shareholders of Pierce Leahy listed on 
Schedule A thereto. (#) 
10.2. Stockholders’ Agreement, dated as of September 26, 1997, by and among the (10.16)° 
Company and certain stockholders of Arcus Group, Inc. (#) 
10.3 Stockholders’ Agreement, dated as of September 17, 1997, by and between (10.13)° 
the Company and Kent P. Dauten. (#) 
10.4 Stockholders’ Agreement, dated as of February 19, 1997, by and between the (10.20)? 
Company and certain stockholders of Safesite Records Management 
Corporation. (#) 
10.5 Employment Agreement, dated as of February 1, 2000, by and between the (10.5) 
Company and J. Peter Pierce. (#) 
10.6 Letter Agreement, dated as of June 27, 2000, by and between the Company Filed herewith as 
and J. Peter Pierce. (#) Exhibit 10.6 
10.7. Iron Mountain Incorporated Executive Deferred Compensation Plan, as Filed herewith as 
amended. (#) Exhibit 10.7 
10.8 | Nonqualified Stock Option Plan of Pierce Leahy Corp. (#) (10.3)'° 
10.9 Iron Mountain Incorporated 1997 Stock Option Plan, as amended. (#) Filed herewith as 
Exhibit 10.9 
10.10 Iron Mountain/ATSI 1995 Stock Option Plan. (#) (10.2)’ 
10.11. Iron Mountain Incorporated 1995 Stock Incentive Plan, as amended. (#) (10.3)! 
10.12 First Amendment, dated as of March 20, 2001, to the Fourth Amended and _ Filed herewith as 
Restated Credit Agreement, dated as of August 14, 2000, among the Exhibit 10.12 
Company and certain lenders party thereto and The Chase Manhattan Bank, 
as Administrative Agent. 
10.13 Fourth Amended and Restated Credit Agreement, dated as of August 14, (10.1)* 
2000, among the Company and certain lenders party thereto and The Chase 
Manhattan Bank, as Administrative Agent. 
10.14 Indenture for 8%% Senior Subordinated Notes due 2011, dated April 26, (10.1)!9 
1999, by and among the Company, certain of its subsidiaries and The Bank of 
New York, as trustee. 
10.15 Indenture for 8%4% Senior Subordinated Notes due 2009, dated October 24, (4.1)4 
1997, by and among the Company, certain of its subsidiaries and The Bank of 
New York, as trustee. 
10.16 Indenture for 10/%% Senior Subordinated Notes due 2006, dated October 1, (10.3)? 
1996, by and among the Company, certain of its subsidiaries and First 
National Association, as trustee. 
10.17 Indenture 8%% Senior Notes due 2008, dated as of April 7, 1998, by and (4.1(c))” 


among Pierce Leahy Command Company, as issuer, Pierce Leahy and The 
Bank of New York, as trustee. 
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Exhibit 
No. 


Item 


Exhibit 


10.18 


10.19 


10.20 


10.21 


10.22 


10.23 


10.24 


10.25 


10.26 


10.27 


10.28 


10.29 


10.30 


10.31 


10.31 


10.32 


Indenture for 9/s% Senior Subordinated Notes due 2007, dated as of July 7, 
1997, by and between Pierce Leahy, as issuer, and The Bank of New York, as 
trustee. 


Indenture for 114% Senior Subordinated Notes due 2006, dated as of 
July 15, 1996, between Pierce Leahy, as issuer, and United States Trust 
Company of New York, as trustee. 


Amended and Restated Registration Rights Agreement, dated as of June 12, 
1997, by and among the Company and certain stockholders of the 
Company. (#) 


Joinder to Registration Rights Agreement, dated as of October 31, 1997, by 
and between the Company and Kent P. Dauten. (#) 


Registration Rights Agreement Joinder, dated as of February 1, 2000, by and 
among the Company and certain shareholders of the Company. (#) 


Tax Indemnification Agreement among Pierce Leahy and certain of its 
shareholders. 


Record Center Storage Services Agreement between the Company, Records 
Management, Inc. and Resolution Trust Corporation, dated July 31, 1992, as 
renewed by letter agreement effective May 20, 1999, between the Company 
and the Federal Deposit Insurance Corporation. 


Strategic Alliance Agreement, dated as of January 4, 1999, by and among the 
Company, Iron Mountain (U.K.) Limited, Britannia Data Management 
Limited and Mentmore Abbey plc. 


Lease Agreement, dated as of October 1, 1998, between Iron Mountain 
Statutory Trust—1998 and IMRM. 


Unconditional Guaranty, dated as of October 1, 1998, from the Company to 
Iron Mountain Statutory Trust—1998. 


Amendment and Consent to Unconditional Guaranty, dated as of July 1, 
1999, between the Company and Iron Mountain Statutory Trust—1998 and 
consented to by to by the lenders listed therein. 


Amended and Restated Agency Agreement, dated October 1, 1998, by and 
between Iron Mountain Statutory Trust—1998 and IMRM. 


Lease Agreement, dated as of July 1, 1999, by and between Iron Mountain 
Statutory Trust—1999 and IMRM. 


Agency Agreement, dated as of July 1, 1999, by and between Iron Mountain 
Statutory Trust—1999 and IMRM. 


Unconditional Guaranty, dated as of July 1, 1999, from the Company to Iron 
Mountain Statutory Trust—1999. 


Amendment No. 3 and Consent to Guaranty, dated as of August 16, 2000, 
between the Company and Iron Mountain Statutory Trust—1999, and 
consented to by the lenders listed therein and Wachovia Capital 
Investments, Inc., as Agent Bank for such lenders. 
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(10.5)'8 


(4.4)'° 


(10.1) 


(10.12)5 
(10.21)3 
(10.9)"7 


(10.18)! 


(10.2)! 


(10.20)° 
(10.21)° 


(10.1)4 


(10.1)° 
(10.2)'5 
(10.1)'5 
(10.3)'5 


(10.2)25 


Exhibit 


No. Item Exhibit 
10.33. Amendment No. 4 and Consent to Guaranty, dated as of August 15, 2000, (10.3) 
between the Company and Iron Mountain Statutory Trust—1998, and 
consented to by the lenders listed therein and the Bank of Nova Scotia, as 
Agent Bank for such lenders. 
21 Subsidiaries of the Company. Filed herewith as 
Exhibit 21 
23.1 Consent of Arthur Andersen LLP (Iron Mountain Incorporated, Filed herewith as 
Pennsylvania). Exhibit 23.1 
23.2 Consent of RSM Robson Rhodes (Iron Mountain Europe Limited). Filed herewith as 
Exhibit 23.2 
1. Filed as an Exhibit to Iron Mountain Incorporated’s, the Delaware corporation, (“Iron 


Mountain/DE”), Registration Statement No. 33-99950, filed with the Commission on December 1, 
1995. 


. Filed as an Exhibit to Iron Mountain/DE’s Annual Report on Form 10-K for the year ended 


December 31, 1996, filed with the Commission, File No. 0-27584. 


. Filed as an Exhibit to Iron Mountain/DE’s Quarterly Report on Form 10-Q for the quarter ended 


June 30, 1997, filed with the Commission, File No. 0-27584. 


. Filed as an Exhibit to Iron Mountain/DE’s Current Report on Form 8-K dated October 30, 1997, 


filed with the Commission, File No. 0-27584. 


. Filed as an Exhibit to Iron Mountain/DE’s Registration Statement No. 333-41045, filed with the 


Commission on November 26, 1997. 


. Filed as an Exhibit to Iron Mountain/DE’s Registration Statement No. 333-44185, filed with the 


Commission on January 13, 1998. 


. Filed as an Exhibit to Iron Mountain/DE’s Current Report on Form 8-K dated March 9, 1998, 


filed with the Commission, File No. 0-27584. 


. Filed as an Exhibit to Amendment No. 1 to Iron Mountain/DE’s Registration Statement 


No. 333-44187, filed with the Commission on August 3, 1998. 


. Filed as an Exhibit to Iron Mountain/DE’s Registration Statement No. 333-67765, filed with 


Commission on November 23, 1998. 


. Filed as an Exhibit to Iron Mountain/DE’s Annual Report on Form 10-K for the year ended 


December 31, 1998, filed with the Commission, File No. 0-27584. 


. Filed as an Exhibit to Iron Mountain/DE’s Current Report on Form 8-K dated January 19, 1999, 


filed with the Commission, File No. 0-27584. 


. Filed as an Exhibit to Iron Mountain/DE’s Current Report on Form 8-K dated April 16, 1999, 


filed with the Commission, File No. 0-27584. 


. Filed as an Exhibit to Iron Mountain/DE’s Current Report of Form 8-K dated May 11, 1999, filed 


with the Commission, File No. 0-27584. 


. Filed as an Exhibit to Iron Mountain/DE’s Quarterly Report on Form 10-Q for the quarter ended 


June 30, 1999, filed with the Commission, File No. 0-27584. 
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15. 


16. 


17. 


18. 


19. 


20. 


21. 


22. 


23. 


24. 


25. 


26. 


Filed as an Exhibit to Iron Mountain/DE’s Quarterly Report on Form 10-Q for the quarter ended 
September 30, 1999, filed with the Commission, File No. 1-14937. 


Filed as an Exhibit to Pierce Leahy’s Registration Statement No. 333-9963, filed with the 
Commission on August 12, 1996. 


Filed as an Exhibit to Pierce Leahy’s Registration Statement No. 333-23121, filed with the 
Commission on March 11, 1997. 


Filed as an Exhibit to Pierce Leahy’s Annual Report on Form 10-K for the year ended 
December 31, 1997, filed with the Commission, File No. 333-09963. 


Filed as an Exhibit to Pierce Leahy’s Registration Statement No. 333-58569, filed with the 
Commission on June 6, 1998. 


Filed as Exhibit to Pierce Leahy’s Registration Statement No. 333-69859, filed with the 
Commission on December 29, 1998. 


Filed as an Annex or Exhibit to Amendment No. 1 to Pierce Leahy’s Registration Statement 
No. 333-91577, filed with the Commission on December 13, 1999. 


Filed as an Exhibit to the Company’s Current Report on Form 8-K dated February 1, 2000, filed 
with the Commission, File No. 1-13045. 


Filed as an Exhibit to the Company’s Annual Report on Form 10-K for the year ended 
December 31, 1999, filed with the Commission, File No. 1-13045. 


Filed as an Exhibit to the Company’s Quarterly Report on Form 10-Q for the quarter ended 
March 31, 2000, filed with the Commission, File No. 1-13045. 


Filed as an Exhibit to the Company’s Quarterly Report on Form 10-Q for the quarter ended 
September 30, 2000 filed with The Commission, File No. 1-13045. 


Filed as an Exhibit to Amendment No. 1 to the Company’s Registration Statement No. 333-54030, 
filed with the Commission on January 29, 2001. 
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Investor Relations 

John F. Kenny, Jr. 

Executive Vice President and 
Chief Financial Officer 

Iron Mountain Incorporated 
745 Atlantic Avenue 

Boston, MA 02111 
617/535-4799 


CORPORATE INFORMATION 


Common Stock Data 
Traded: NYSE Exchange 
Symbol: IRM 

Beneficial Shareholders: 
approximately 6,900 


Annual Meeting Date 

Iron Mountain Incorporated will 
conduct its annual meeting of 
shareholders on Thursday, May 24, 
2001, 10:00 A.M. at Sullivan & 
Worcester, LLP, One Post Office 
Square, Boston, MA 02109 


Dividends 

The Company has not paid cash 
dividends on its Common Stock 
during the last two years and does 
not anticipate paying any cash divi- 
dends on its Common Stock in the 
foreseeable future. 


CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS 


Independent Public Accountants 
Arthur Andersen LLP 

225 Franklin Street 

Boston, MA 02110 


Counsel 

Sullivan & Worcester LLP 
One Post Office Square 
Boston, MA 02109 


Corporate Headquarters 
Iron Mountain Incorporated 
745 Atlantic Avenue 
Boston, MA 02111 
617/535-4766 
www.ironmountain.com 


We have made and incorporated by reference statements in this report that constitute “forward-looking statements” as that 
term is defined in the federal securities laws. These forward-looking statements concern our operations, economic perform- 
ance and financial condition. The forward-looking statements are subject to various known and unknown risks, uncer- 
tainties and other factors. When we use words such as “believes,” “expects,” “anticipates,” “estimates” or similar expres- 
sions, we are making forward-looking statements. 

Although we believe that our forward-looking statements are based on reasonable assumptions, our expected results 
may not be achieved, and actual results may differ materially from our expectations. Important factors that could cause 
actual results to differ from expectations include, among others: 


e difficulties related to the integration of acquisitions generally and, more specifically, the integration of our operations and 
those of Pierce Leahy; 

e icipated costs as a result of our acquisiti f Pierce Leahy; 
unanticipated costs as a result of our acquisition of Pierce Leahy; 

¢ uncertainties related to international expansion; 


® uncertainties related to expansion into digital businesses, including the timing of introduction and market acceptance of 
the Company’s products and services; 


rapid and significant changes in technology; 

¢ the cost and availability of appropriate storage facilities; 

¢ changes in customer preferences and demand for our services; 

° our significant indebtedness and the cost and availability of financing for contemplated growth; and 


¢ other general economic and business conditions. 


These cautionary statements should not be construed by you to be exhaustive, and they are made only as of the date 
of this report. You should read these cautionary statements as being applicable to all forward-looking statements wherever 
they appear. We assume no obligation to update or revise the forward-looking statements or to update the reasons why 
actual results could differ from those projected in the forward-looking statements. 
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